


TREASURY AND POST OFFICE APPROPRIATIONS, 1953 


WEDNESDAY, FEBRUARY 20, 1952 


Unirep Srares SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The subcommittee met at 2:30 p. m., pursuant to recess, in room 
F-82, the Capitol, Hon. Harley M. Kilgore (chairman of the sub- 
committee) presiding. 
Present: Senators Kilgore and Ecton. 


TREASURY: DEPARTMENT 
Bureau or Accounts 


STATEMENT OF R. W. MAXWELL, COMMISSIONER OF ACCOUNTS; 
ACCOMPANIED BY G. L. CAKE, ASSOCIATE COMMISSIONER; 
E. C. NUSSEAR, ASSISTANT DEPUTY COMMISSIONER; AND 
R. E. SMITH, BUDGET OFFICER, BUREAU OF ACCOUNTS 


1953 BUDGET ESTIMATES 


Senator Kitcore. The hearing will come to order. 

Today we will hear the testimony of representatives of the Pureau 
of Accounts and the Division of Disbursements of the Treasury 
Department, on their budget requests for the fiscal year 1953. 

First we will hear from the Bureau of Accounts, which is asking 
for an appropriation of $2,041,000 for 1953, as compared with 
$1,925,000 for 1952, or an increase of $116,000. 


JUSTIFICATION 


At this point in the record there will be inserted the summary 
appropriation request and supporting justification data submitted 
in connection therewith. 

(The material referred to is as follows:) 
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SALARIES AND EXPENSES, BurREAU oF Accounts, 1953 


Standard classification schedule 


Increase (+-) 


Appropria- Appropria- ~ $s 1953 


tion esti- tion esti- 


estimate 
mate, 1952 | mate, 1953 over 1952 


estimate 


Total number of permanent positions__......2.-.....--------- 
Average number of all employees 


OBJECT OF EXPENDITURE 


Personal services: 
Departmental: 
Net permanent Boe cna | ba, | $1, 044, 302 
Regular pay in excess of 52-week base -_.-.--..-- 7 4, 048 
Night-work differential _ - ; 
Total personal services._...............--.-.- | ; 1, 050, 150 
Ts 2 5cgreniceass Deuiawaie | 
Transportation of things......-- 
Communication services 
Rents and utility services 
Printing and reproduction --- 
Other contractual services _ _-- sh SL a easlonidte 
Reimbursements to Federal Reserve banks 
Supplies and materials . ; bis 
Equipment_-.-_-- 
Cash awards ts 
Taxes and assessments 





Total appropriation or estimate ! 


! Does not include anticipated supplemental for 1952 in the amount of $82,000 to cover cost of authorized 
pay increases. 


Analysis of appropriation base for fiscal year 1953 


Regular appropriation, 1942 act 
Supplemental appropriation for 1952 


Total appropriation, 1952 1, 925, 000 
Reductions: 
Financial reporting and maintenance 
ment’s central accounts 


Additions: 
1. Processing deposits of withheld tax payments-_--_-_ 
2. Financial reporting and maintenance of the Gov- 
ernment’s central accounts. _.__......-..---- 34, 555 
3. Development and installation of accounting and 
reporting systems 18, 767 
Processing investments, loans, claims, collections 
and surety bonds 14, 599 
Supervision of the Federal depositary system 7, 825 
Executive direction 10, 031 
+86, 690 
+77, 690 
Appropriation base for 1953 2, 002, 690 
Increase over appropriation base for 1953 38, 310 


Appropriation estimate for 1953 2, 041, 000 


Increase from total appropriation, 1952 +116, 000 
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Comparison of appropriation base with appropriation estimate for 1953 
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Appropriation base | Apprepriation esti- 


for 1953 mate for 1953 Increase or decrease 
Activity 
Average Average Average 
posi- Amount posi- Amount posi- Amount 
tions ; tlons | tions 
1. Processing deposits of withheld tax 
payments 3.0 $783, 159 3.0 $798, 159 +$15, 000 
2. Financial reporting and maintenance 
of the Government's central ac- 
counts 103. 5 623, 547 103.5 645, 447 +19, 900 
3. Development and installation of ac- 
counting and reporting systems 25.7 201, 752 25.7 201, 752 
4. Processing investments, loans, claims, 
collections, and surety bonds 36. 6 158, 455 37.6 161, 865 +1.0 +3, 410 
5. Supervision of the Federal depositary | 
system ; 18. 6 95, 312 18.6 95, 312 
6. Executive direction : 20. 6 140, 465 20. 6 140, 465 
Increase Over appropriation base 208. 0 2, 002, 690 209. 0 2, 041, 000 +1.0 +38, 310 
Adjustment in base (net) +4.0 | —77,690 4.0 +77, 690 
Total, appropriation, 1952, and | 
appropriation estimate for 1953 212.0 1,925,000 | 209.0 2,041,000 | —3.0 |} +116,000 


1 Does not include anticipated supplemental for 1952 in the amount of $82,000 to cover cost of authorized 


pay increases. 


BREAKDOWN OF OBLIGATIONS BY ACTIVITY BASIS 


Activity No. 1—Summary by objective class 












Appropria- Estimate ’ 
tion base, 1953 
1953 — 
Personal services. __-- iat ‘ $11, 208 $11, 208 
Travel : : ae : 200 200 
Transportation of things 1, 600 1, 600 
Communication services ties 151 151 
Printing and reproduction 50, 000 60, 000 
Other contractual services (reimbursement to Federal Reserve 
bank a5 720, 000 725, 000 
Total ieimiaibtaas 7 hace 783, 159 798, 159 
Activity No. 2—Summary by objective class 
Appropria- | Estimate, 
tion base, 1953 1953 
Personal services............. 7 | $459, 297 | $459, 207 
Communication services. -_-- 2, 621 2, 621 
Rents and utility services 34, 800 | 34, 800 
Printing and reproduction .- : 115, 972 133, 872 
Other contractual services... .-_-. | 3, 240 | 3, 240 
Supplies and materials_...............-- 3, 780 | 5, 780 
Equipment.......-- cienchbliibauscdeuuekiiine ; 3, 000 | 3, 000 
ee eee eee | 837 | 837 
DO scatiseibenit tedbsaniicensuasese 623, 547 643, 447 





Increases 


0 
0 
0 
0 
$10, 000 


5, 000 


15, 000 


| 
| Increases 


| 0 
0 
| 0 
| $17, 900 

0 
| 2, 000 

0 
| 0 
19, 900 
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Activity No. 3—Summary by objective class 


| | Soin 
| Appropria- | Estimate, 
tion base, 1953 1953 


| 
. 
| Inereases 
| 


Personal services. ____- Ss | $196, 298 $196, 298 | 
Travel. ; Sekcaae 1, 300 1,300 | 
Communication services ; : 1,042 1,042 
Printing and reproduction. | 1, 366 | 
Other contractual services. _.- 7 720 
Supplies and materials ; S | S40 
Taxes and assessments... ________- i 86 186 | 


Total__- SAE : ; 201, 755 201, 752 


Activity No. 4—Summary of objective class 
Appropria- nage o 

tion base, ae | 

1953 i 


| i 


Increases 


Personal services ; 1 $152, 186 $155, 596 
Communication services | 1, 667 | 1, 667 | 
Printing and reproduction _- 2, 273 | 2, 273 | 
Other contractual services 961 | 961 
Supplies and materials 7 } 1,120 | 1, 120 | 
Taxes and assessments_- . 248 | 248 
! 


eee tcc. ‘ i . — 158, 455 161, 865 | 


Activity No. 5—Summary by objective class 


Appropria- a a on 
tion base, ee , Increases 
1953 _ 


Personal services_- toe st Sees $92, 929 $92, 929 | 
Travel : 200 200 | 
Communication services : 875 | 875 | 
Printing and reproduction 144 144 
Other contractual services 480 480 
Supplies and materials . 560 560 | 
Taxes and assessments 124 124 


Total . : 95, 312 95, 312 


Aetwity No. 6—Summary by objective class 


Appropria- 
tion base, 
1953 


Estimate, 


1953 Increases 


Personal services ; = sealais ‘ em $134, 822 $134, 822 | 
Travel re 1, 300 1, 300 | 
Transportation of things > ane 200 200 | 
Communication services ; 1 2, 344 2, 344 | 
Printing and reproduction. __._- : : 7 345 345 | 
Other contractual services ; 599 599 | 
Supplies and materials 5 700 700 | 
Taxes and assessments 155 155 | 


Total___-- 465 140, 465 | 


PREPARED STATEMENT 


Senator Kircorr. Mr. Maxwell, you may proceed now. 

I understand you have a prepared statement which is the same as 
the one you presented in the House. 

Mr. Maxwe tu. Yes, sir. 
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Senator Kincorer. We are sort of informal in this committee here, 
and if you will just submit the statement for the record, I will guar- 
antee you it will be read. You can comment on it and high light it 
here and point out where there are raises and the reasons therefor and 
the reasons against the cuts. 

We would ask you to comment anyway. But if you want to save 
some time, rather than read the statement you can submit it for the 
record and it will appear at this point in the record. Then you can 
high light your statement, Mr. Maxwell, and point out where you 
have asked for raises and any other information that you feel is per- 
tinent to give us. 

Frankly, I think this method helps us more in a decision possibly, 
than just listening to a prepared statement. 

Mr. Maxwe t. | will be glad to do it that way, Mr. Chairman. 

Senator Kiicorr. The statement will appear in the record at this 
point, and you may proceed. 

(The statement referred to is as follows:) 


PREPARED STATEMENT OF RopertT W. MAaxwWELi, COMMISSIONER OF ACCOUNTS, 
FOR PRESENTATION TO THE TREASURY SUBCOMMITTEE ON APPROPRIATIONS 


ACTIVITIES AND FUNCTIONS 


The appropriation estimates of the Bureau of Accounts for 1953 are predicated 
on the continuance of its basic functions which have not changed during the past 
year. These functions for the most part are closely related with and must be 
geared to the activities and operations of other Government bureaus and agencies. 
We have grouped them into eight general activities. The activities relating to 
(1) making payments and depositing collections for civilian departments in the 
executive branch of the Government, except the Post Office, United States 
marshals, and certain Government corporations and (2) issuing United States 
Savings bonds for Federal employees under the payroll savings plan are admin- 
istered by the Division of Disbursement of the Bureau of Accounts for which a 
separate appropriation is requested. The remaining six activities which are 
carried out under the appropriation for “Salaries and expenses, Bureau of Ac- 
counts” consist of (1) processing deposits of withheld tax payments; (2) financial 
reporting and maintenance of the Government’s central accounts; (3) develop- 
ment and installation of accounting and reporting systems; (4) processing invest- 
ments, loans, claims and collections, and surety bonds; (5) supervision of the 
Federal depositary system; and (6) executive direction. 

As the members of your subcommittee will recall, the processing deposits of 
withheld tax payments principally includes the amounts required to reimburse 
the Federal Reserve banks for their expenditures in receiving and accounting for 
withheld taxes and the cost of printing depositary receipts and other required 
printed forms. 

The second activity includes the maintenance of the Government’s central 
accounts for appropriations, receipts, and expenditures and the compilation and 
pees of the annual report to Congress, Combined Statement of Receipts, 
‘xpenditures, and Balances of the United States as provided under the act of 
July 31, 1894. This activity also includes the preparation of other regular 
financial statements for the Treasury Department including those for the Secre- 
tary’s Annual Report, the Treasury Bulletin and the Daily Treasury Statement, 
and the preparation of special reports requested by officials of the Treasury, by 
Members of Congress and the public. 

The third activity, which we have called development and installation of 
accounting and reporting systems, relates to the work of the staff of the Bureau 
of Accounts which participates with the General Accounting Office and the Bureau 
of the Budget in the joint program to improve accounting in the Federal Govern- 
ment and other programs for improvement of accounting and reporting within 
the Treasury Department. 

The fourth activity relates to the processing of investments, loans, claims, and 
collections and surety bonds. This category includes the making of Treasury 
loans to Government agencies as provided by law, investment of trust and other 
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funds for which the Secretary of the Treasury is responsible, the billing and 
collecting from foreign governments under lend-lease and surplus property 
agreements, the handling of claims under international agreements and Claims 
Act, the Government Losses in Shipment Act, the review of the financial condition 
of surety companies authorized to do business with the United States Govern- 
ment and approval of certain surety bonds taken to safeguard Government trans- 
actions. It also includes the cost of the administrative accounting and the related 
detail work for many miscellaneous Treasury appropriations such as the appro- 
priation for “Refunds of moneys erroneously received and covered,” “Certified 
claims,”’ “Claims, judgments, and private relief acts,’ and ‘Payment of un- 
claimed moneys,’”’ which are paid upon final settlement made by the General 
Accounting Office. 

The fifth category includes the designation of depositary banks to handle 
Government. work, to determine that sufficient collateral is pledged to secure 
Treasury balances and to review their reports to ascertain that an excessive reim- 
bursement is not being made. 

The sixth, “Executive direction,’’ not only includes the supervisory staff which 
gives general direction to the Bureau’s activities, but includes several special 
activities which are closely related thereto. For example, the review of proposed 
legislation involving fiscal and accounting matters, and the preparation of reports 
thereon at the request of the Budget Bureau, the Congress, or the Treasury De- 
partment, are handled in this activity. 

To cover the expenses of these activities for 1952, an appropriation of $1,925,000 
was made, which, together with a proposed supplemental of $82,000 to cover in- 
creased salaries under Public Law 201, Fighty-second Congress, will make a total 
of $2,007,000 available to the Bureau for 1952. For the fiscal year 1953, we are 
requesting an appropriation of $2,041,000, which is $34,000 more than the avail- 
able funds for 1952. The net increase of $34,000 in the 1953 appropriation is the 
net result of several increases and decreases within the activity framework of 
the Bureau and is needed primarily to cover the increases in the purchase price of 
supplies, printing, and similar nonpersonal charges. 

This request for appropriation for 1953 has been closely examined by both the 
Treasury and the Bureau of the Budget and based upon a continuation of our 
present volume of work, it is believed that the amounts represent an accurate 
estimate of the funds required to carry out the functions of the Bureau of Accounts. 

Because the volume of the work of the Bureau of Accounts is not within its 
administrative control, the Bureau is continually faced with being required to 
take care of increased volume of transactions, which must be currently processed, 
or other increased costs not within its control for which funds were not requested 
when the appropriation estimates were originally prepared. For example, during 
the past fiscal year certain new expenses chargeable to this appropriation arose, 
such as additional work under some activities and increases in cost of supplies and 
printing not included in the original estimates, the amount of which totaled 
$98,000. However, through its management program and changes developed 
under the joint accounting program, these increases were offset by economies from 
improved and simplified procedures which enabled us to return to the Treasury not 
only the full amount of the unobligated balance resulting from a decrease in the 
volume of withholding receipts, amounting to nearly $100,000, but over $3,000 
arising from other economies in operations. 

In making the estimates for 1953 the Bureau considered it doubtful economy 
to curtail in anv way the management and accounting improvement programs 
since it is through these programs that simplification of procedures has been 
obtained. The staff of accountants has done excellent work in improving account- 
ing and financial reporting within the Treasury and participating in the joint 
program. The accounting systems staff has rendered technical assistance in con- 
nection with the improvement of accounting systems and procedures involving the 
entire Governmeat as well as projects affecting primarily the accounting and 
reporting problems of the Treasury Department. The programs in which the 
accounting systems staff has participated or carried forward during the past vear 
include the simplification of warrant procedure, the accounting for administrative 
expenses in Treasury bureaus, the establishment of a business-type budget and 
accounting svstem in the Bureau of Engraving and Printing, the preparation of 
regulations requiring reports on foreign currencies acquired and disbursed without 
charge to appropriations, the development of procedures and the preparation of 
regulations covering the extension of the withholding tax procedures to railroad 
retirement collections and to employees of States and political subdivisions, pur- 
suant to Public Law 374, Fighty-first Congress, a study of public debt accounting, 
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the development and issuance of regulations covering the administrative control 
of appropriations and other authorizations to incur obligations and make expendi- 
tures pursuant to section 1211 of the General Appropriation Act, 1951, the devel- 
opment of a regulation covering a simplified procedure for small purchases and 
similar other projects. 

It is expected that these types of projects will be continued during the current 
fiscal year and the estimates include an amount for the same number of accountants 
and clerical assistants for 1953. 


FUNCTIONS 


Mr. Maxwe.u. The appropriation estimates for 1953 are based on 
the continuation of the same functions which the Bureau of Accounts 
has been performing in the past years. We do not now anticipate any 
new functions for that year. 

The activities of the Bureau payable from this appropriation have 
been grouped into six categories, which I might just enumerate. 

The largest amount of money is required for processing deposits of 
withheld tax payments. The second function is financial reporting 
and maintenance of the Government’s central accounts; third is 
development and installation of accounting and reporting systems; 
the fourth is processing of investments, loans, claims, and collections, 
and surety bonds, and tifth is the supervision of the Federal depository 
system, and sixth is executive direction. 

I would like to just give the high lights of each one of these activities 
because I think it is essential to an understanding of the character of 
the work the Bureau of Accounts performs. 

Forty pereent of our appropriation is required to pay the expenses 
for processing deposits of withheld tax payments. As you gentlemen 
know, each employ er who withholds $100 or more for income taxes 
and social-sec urity taxes from employees each month must deposit it 
with the Treasury through the Federal Reserve banks or commercial 
banks under this system of using depositary receipts. 

By that method, the Treasury gets an earlier use of the money with- 
held, which computed on the basis of the lowest public debt rate of 
interest on short-term securities, would be $29 million. 

Senator Ecron. Is that what the interest would amount to? 

Mr. MaxweE Lt. By getting earlier use of that money; that is correct. 

Senator Kincore. In other words, by getting that money imme- 
diately as paid in, as against waiting for the end of the quarter, in inter- 
est rates alone on Government financing, you save $29 million; is that 
right? 

Mr. Maxwe ut. Yes, sir; that is correct. 


ADMINISTRATIVE EXPENSES REIMBURSED 


It should also be noted that one-half of the administrative expenses 
for this activity, are chargeable to the old age and survivors insurance 
trust fund. 

In other words, the administrative cost is divided between income 
taxes and social-security taxes about equally. We do that by reim- 
bursing the general fund and charging the trust fund. 

Senator Kitcorr. Does this total amount listed here include that 
reimbursable? 

Mr. Maxwe ut. Yes, sir. 

Senator Kitgore. So that, how much of that is actually reimbursed? 
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Mr. Maxwe.u. The figure here would be in rounded figures, 


$400,000. 

Senator Kircorr. That would mean that the total amount asked 
for by you, $400,000, will be reimbursed out of the old-age and sur- 
vivors insurance fund into the general fund; is that correct? 

Mr. Maxwe.t. Yes, sir, into the general fund. 

Senator Kitcorr. That is by virtue of the Social Security Act of 
1950, as amended, is it? 

Mr. Maxwe t. I have the reference here. It goes clear back to 
the original act. 

Senator Kricore. The original act, with all the amendments. 

Mr. MaxweE LL. Yes, sir. 

Senator Kircorr. However, the 1950 act was supposed to take up 
all the amendments. 

Mr. Maxwe .t. Yes. It is section 201 (f) of the original Social 
Security Act, as amended. 

Senator Kitcorr. At this point in the record, I would like to insert 
section 201, subsection (f) (1) and (2) of that act. 

That is Public Law 734, Eighty-first Congress, second session. 

(The material referred to is as follows:) 

(f) (1) The Managing Trustee is directed to pay from the Trust Fund into the 
Treasury the amount estimated by him and the Federal Security Administrator 
which will be expended during a three-month period by the Federal Security 
Agency and the Treasury Department for the administration of titles II and VIII 
of this Act and subchapter E of chapter | and subchapter A of chapter 9 of the 
Internal Revenue Code. Such payments shall be covered into the Treasury as 
repayments to the account for reimbursement of expenses incurred in connection 
with the administration of titles II and VIII of this Act and subchapter E of 
chapter 1 and subchapter A of chapter 9 of the Internal Revenue Code. 

(2) The Managing Trustee is directed to pay from time to time from the 
Trust Fund into the Treasury the amount estimated by him as taxes which are 
subject to refund under section 1401 (d) of the Internal Revenue Code with 
respect to wages (as defined in section 1426 of such code) paid after December 31, 
1950. Such taxes shall be determined on the basis of the records of wages estab- 
lished and maintained by the Federal Security Administrator in accordance with 
the wages reported to the Commissioner of Internal Revenue pursuant to section 
1420 (c) of such code, and the Administrator shall furnish the Managing Trustee 
such information as may be required by the Trustee for such purpose. The pay- 
ments by the Managing Trustee shall be covered into the Treasury as repayments 
to the account for refunding internal revenue collections. 

(Notre.—The Managing Trustee is the Secretary of the Treasury.) 


REIMBURSEMENTS AND ESTIMATES 


Mr. Maxwe.t. I might further state that that money, which is 
reimbursed to the general fund, is not of course, expendable by us. 
It is merely a credit from one fund to another. 

Senator K1ncorr. Would you submit a table on that for us, as to 
all reimbursements and estimates therefor that you have for 1952? 

Mr. MaxweE.u. Yes, sir. 

Senator Kincorr. That will go into the record at this point. 

(The material referred to is as follows:) 
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Reimbursements from the Federal old-age and survivors insurance trust fund to the 
general fund 1949-53 for Treasury Department expenses under sec. 201 (f) of the 
Social satelite Act, as amended 


Actual Estimated | Num- 
bie ES, 1 Oa OR ee a S.-i 
Bureau | — 
| | ploy- 
| 1949 | 1950 1951 1952 1953 ees 
| } | 1951 
spss ait | aes | 
Bureau of Internal Revenue. -_____|$11, 944, 845 ($12, 096, 936 |$14, 467, 558 |$20, 328, 500 |$20, 328, 500 3, 647 
Office of Treasurer of the United | | 
States _ | 177, 824 | 207, 696 | 246,175 | 357, 030 | 399, 000 71 
Bureau of Engraving and Printing_| 71, 229 | 85, 769 | 90, 651 | 0 | 0 0 
Bureau of Accounts. ........-.-.--- | 1,583,613 | 1,819,784 | 2,732,172 | 3,454, 520 | | 3, 786, 300 649 
} ~ i “ae 
, 0 RE ee eee ee mT | 14, 210, 185 | 17, 536, 556 | 24, 140,050 | 24, 513, 800 4, 367 
| | 


1 Represents $11, 300 payable from the appropriation ‘‘Salaries and expenses, Bureau of Accounts,”’ and 
$3,375,000 from ‘Salaries and expenses, Division of Disbursement.”’ 


FINANCIAL REPORTING AND MAINTENANCE OF GOVERNMENT CENTRAL 
ACCOUNTS 


Mr. MAxweELL. In connection with the second activity, financial 
reporting and ‘maintenance of the Government’s central accounts, 
this includes maintenance of the central appropriation accounts for 
the Government, except for the postal service. 

About a year ago, the General Accounting Office discontinued a 
similar set of accounts in its office, so that the Treasury now maintains 
the only central accounts for appropriations in the Government. 

These appropriation accounts are the basis for information furnished 
to the Bureau of the Budget in connection with preparation of the 
budget document. They are the basis for the report furnished to the 
Congress at the beginning of each session, showing expenditures and 
receipts and balances required under the act of July 31, 1894. 

This function also includes the preparation of financial statements 
for the Secretary of the Treasury, Members and committees of 
Congress, monthly reports for the Treasury Bulletin, and figures for 
the Daily Treasury Statement, and also includes the handling of 
public inquiries about receipts and expenditures. 

Senator Ecron. Does this item include the Daily Treasury State- 
ment? 

Mr. Maxwe tt. Yes, sir. That is this statement which I have 
here. I think there is a little misunderstanding in some instances 
how this Daily Treasury Statement is compiled. We prepare and 
furnish some of the information to the Treasurer’s office. They also 
get certain information from their accounts, and they put these data 
together and send it to the Printing Office for printing. 

We pay the printing bill. 

Senator Ecron. Do vou pay all of the printing bill? 

Mr. Maxwe tu. Yes sir. Put the personnel cost is split between 
our office and the Treasurer’s office. 

Senator Ecron. And is that audited and changed each day? 

Mr. Maxwe vu. That is right. 

For the Division of Disbursements in the Treasury Department, 
the figure represents the checks issued each day for the various 
classifications which are proved with the disbursing officers account 
current once each month. 
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For the other agencies which are not under the Treasury disbursing 
system, the disbursements are reported on a checks-paid basis taken 
from the Treasurer’s checking accounts. 

So that we have the two methods of obtaining these data that have 
to be put together to get the figures published here. 


DISTRIBUTION OF DAILY TREASURY STATEMENT 


Senator Ecron. How many of those daily statements do you print? 

Mr. Maxwetu. We furnish daily about 1,490. It includes 1,043 
for the Government; that is, the Federal Government offices; 445 for 
the executive branch, while the legislative branch receives nearly 
600; the Senate gets 113; the House gets 450; the committees of the 
House and Senate get 16, and individual members of the House and 
Senate get 10. 

Then there are certain territories and foreign governments that 
get nine. 

Senator Ecron. These are passed out, are they? 

Mr. Maxwe tu. That is right. 

Senator Kineore. What are the states and governments you 
mentioned? 

Mr. Maxwe uu. We have had a number of guests or representatives 
of foreign governments, such as those from Japan and Puerto Rico 
interested in seeing how we handle our fiscal and accounting matters. 
They come in from time to time, through the State Department to see 
what we do, and some of them have asked to be put on the mailing 
list of the Daily Treasury Statement. 

Senator Kitcorr. The question arises in my mind as to whether or 
not this should be for domestic consumption alone. 

Mr. Maxwewu. At present we see no objection. The foreign 
countries involved are Canada, the United Kingdom, Mexico, Vene- 
zuela, Colombia, Belgium, and Cuba. 

Senator Kircors. The point I am getting at is this: I just wonder 
if it is advisable to keep them aware too much abroad of our financial 
status. 

Of course, while they say it is for their own use, | wonder how many 
of those countries would furnish us a day-to-day account of their ex- 
penditures. 

Mr. Maxwe tu. I do not think any of them have this information as 
currently available as we have it. 

Senator Kitcorr. I know that. The reason why I say that is that 
a few years ago, a member of the British Intelligence laughingly told 
me— 

You know, nobody has to spend any money on intelligence in the United States. 
All we have to do is to get on the mailings and keep in touch with the Superin- 
tendent of Documents and get the reports from the Senate committees mailed to 
us, and we can tell you just exactly what you are going to do in the next 12 months. 

I was wondering if it is good policy to do that sort of thing. 

Mr. Maxwe.u. That question was brought up in World War II as 
to the expenditures for defense. 

Senator Kincorr. Not that it means any additional cost. The 
cost of the extra copies is infinitesimal with regard to the appropria- 
tion. 

I am just thinking of it in the light of security. 
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Mr. Maxwetu. That was taken up during World War II, and 
more recently when the Budget Bureau was given the responsibility 
of ascertaining what publications should be released. 

During World War II, one of the reasons, as I understand it, that 
no objection was raised is that our adversaries at the time might 
find it more discouraging to them than encouraging because of the 
fact that we were really making such rapid strides in production. 
So no objection was given it. 

Senator Kingore. I have discovered abroad that there is a little 
bit too much knowledge of our internal finance. It rather worries me. 

When I tried to discuss the situation with Cabinet officers of 
various other countries I found out they knew just about as much 
about how we were running it as I did. In fact, in some respects, 
they knew more than I did. 

Mr. Maxwe.u. We could discontinue the maling list for Canada, 
the United Kingdom, Mexico, and so on. 

On the other hand, I suppose if we make the data public here, in 
the United States, they could probably pick it up here if they have 
their representatives here. 

Senator Ecron. I wonder about the necessity of any of us having a 
day-to-day report like that. 

Senator Kincore. I think the committee, for instance, should 
have a day-to-day report. The Appropriations Committees of both 
Houses should have it. 

Senator Ecron. But not the individuals. 

Senator Kitegors. It is questionable to my mind. 

Senator Ecron. I doubt if they can make proper and intelligent 
use of them. 

Mr. Maxwe.u. We cannot tell what use is made of these by 
individuals. 

Senator Ecron. I know that if I undertook to decipher all of it, 
I would have to get you to do it. 

Mr. MaxweE uu. After it is once explained, you can follow it. 

Senator Kiucors. Of course, your demand has been built up out 
of requests over past years since you started the system; is that 
correct? 

Mr. Maxwe tt. That is right. However, we go over our list about 
every 18 months and check with the individuals on the list to ascertain 
whether they still want the report. 

Senator Kitcorr. What I am thinking about is this: A report comes 
out on yesterday, we will say, with yesterday’s transactions. Some 
individual member of the Congress on the floor has that report, and 
he just looks at that one. I am telling you that if you sent me your 
reports every day I would have to detail one clerk in my office to check 
those reports and keep me posted from day to day. To get back to 
this Member of Congress, he then gets to exaggerate that maybe 
because on that day there may have been a tremendous amount of 
money paid out on one specific item, and the next thing we know, we 
are faced with a speech up here just ripping the cap off that one par- 
ticular item which may represent 6 months’ accumulation. 

If certain people get those, I think everybody should. But I 
wonder also, like Senator Ecton, whether or not individuals should 
get them, and whether or not they should go to the appropriate com- 
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mittees, where the staff can have time to digest them and furnish 
that to the members of the committees. 

I know in the Senate our committee staffs give us a digest on 
things. We rely on those. If we want information we ask them to 
get it for us. 

I think that prevails in the House, too. 

I can get just as informed and just as well informed by calling Mr. 
Merrick here as I can by trying to have a clerk in my office digest 
these reports. 

That is no criticism, of course. I think the work must goon. But 
the question is just a question of distribution. 

Mr. MaxweE Lv. The use made of these reports by the Members of 
the Senate and the House, of course, is an individual matter. Some 
of the Congressmen have asked that in addition to getting it through 
the regular channels, they get it mailed directly to them. So we have 
on the list 10 Congressmen who asked that it be sent directly, in 
addition to the one which goes to their office. 

Senator Kiicorer. That puts another 500 or so sort of in a crack 
on the floor, because they do not have those reports available. 

Mr. Maxwes.u. They are released at the same time. 

Senator Kitcore. The others do not have them, do they? They 
have to go into their respective committees. 

Mr. Maxwe.u. We send them to the Senate post office. They are 
presumably put in vour mail boxes. 

Senator Kincorer. I do not get them. I have no request in. I 
never had a request in. I always come over to the Appropriations 
Committee for information on those things. 

Mr. Maxwe.u. There are 115 that are sent to the Senate post 
office. There is one for each Senator and a few extras. 

Senator Ecron. I get them. 

Senator Kitcore. I have not been getting them. But that is all 
right, and, if necessary, I will get mine. But I am wondering if it is 
necessary. 

Mr. Maxwe.v. That is a question for consideration. 

Senator Kitcore. Of course, to be frank with you, if I want some 
information I would rather call up the Appropriations Committee and 
ask Mr. Merrick here, or somebody on the staff, to give me that 
information or to get it directly from your office on some particular 
point. 

That is because, as I say, I just do not have enough staff to digest 
this material. Undigested pleaaiion is frequently worse than no 
information. 

Mr. Maxwe.u. We could include in our next survey, of course, 
these places where we deliver them to, such as the Senate post office, 
and whether or not they are actually using them all. 

Senator Kingore. | can check on that and find out. 


SPECIAL TREASURY STATEMENTS 


Mr. Maxwe.t. That is the delivery for the daily. We have on 
the 15th of the month a special statement, on which we put in a little 
more detailed information with respect to the expenditures and special 
statements with respect to social security. We have a different mail- 
ing list for that. In the Ist of the month statement, we have the pub- 
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lic debt reported. Some people only want that statement, and so we 
have a different mailing list for the Daily Treasury Statement for the 
ist day of each month. 

Then once a quarter, on the 15th of the month, we have a state- 
ment showing the status of all the Government corporations, the busi- 
ness type activities. That is also printed and we have a mailing list 
for those who just want that once a quarter. 

So we have a varied mailing list. But the mailing every day is 
roughly 1,500. 

Senator Kitgore. Will you proceed now to your next item? 


DEVELOPMENT AND INSTALLATION OF ACCOUNTING AND REPORTING 
SYSTEMS 


Mr. Maxwe vt. The development and installation of accounting 
and reporting systems relates to the work of our accounting systems 
staff, who participate in the joint aceounting program and does other 
accounting work—development work—in the Treasury Department. 

Under the Budget and Accounting Procedures Act of 1950, the 
Secretary of the Treasury and the Director of the Bureau of the Budget 
and Comptroller General were directed to continue their joint program 
to improve the governmental accounting and financial reporting. 

This staff in the Bureau of Accounts, is the working group representing 
the Treasury in participation in that joint program. 

This staff also develops accounting procedures when new legislatio 1 
is enacted, which requires new accounting work to be done in the 
Treasury; it develops new procedures and instructioas to banks or 
whatever is necessary to implement new legislation. 


PERSONNEL 


Senator Kincore. In your justification here you have 25.7 jobs 
under the heading of “Development and installation of accountinz 
and reporting systems.” 

Just how many are engaged on this program? 

Mr. Maxwe tu. That represents the full staff, including clerical em- 
ployees and supervisors. ‘Taking off the clerical staff, the stenog- 
raphers and typists and that portion of the Administrative Division 
which is distributed to this activity, it brings it to about 20 account- 
ants who are the ones who actually do the constructive work, of whom 
about two-thirds are working on the joint accounting program. 

Senator Kitcore. And the rest of the personnel are engaged in 
typing up reports and so forth; is that right? 

Mr. Maxwett. Yes, sir. Clerical, typing reports, and the pro 
rata share of the Administrative Division to cover personnel matter: 
maintenance of time records, and that sort of thing. 

Senator Kitcorr. Mr. Maxwell, I assume that you have men en- 
gaged in the current review of the Customs accounting system, about 
which Commissioner Strubinger told us only yesterday. 1 certainly 
hope that the group will continue actively in improvement of the 
accounting and reporting whenever needed, both within the Treasury 
and in other de ‘partments and agencies of the Government. 
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There has been too much paper shuffting, duplication of account 
keeping, both at the operating and at the headquarters level, for some 
time. I am highly in favor of centralizing account keeping as far as 
possible. 

I also heartily endorse the management improvement program and 
the good work being done by all personnel engaged in carrying out the 
provisions of the Budget and Accounting Procedures Act of 1950. 

However, at the same time, I want all interested parties to keep in 
mind the savings element when proposing or effecting changed pro- 
cedures in our Government’s huge task of financial and property ac- 
counting and reporting control. 

For instance, the reason why I like to get this accounting as nearly 
accurate as possible is that at one time I was on the bench as a judge, 
and when I want on my first job it was to try a group of officials for 
embezzelement. It was very embarrassing to me because I had known 
them a long time. However, the condition grew up due to the fact 
that in my State at that time the auditing and checking of the accounts 
of county officials was carried on independently. One office would be 
audited by one man and another office by another man, at different 
times and everything else. 

Somebody thought it was a beautiful idea to switch money and they 
had gone on there until they had embezzled a sizable amount of money. 

Then a new board of commissioners was elected and they demanded 
a central audit, and then it was discovered. That county at that time 
was practically bankrupt, but it got itself straightened out. 

Since then the State has used the central audit system, which I like 


— 
iile we are on the management program, Mr. Maxwell, can you 
supply us with some indication of savings in your office, for instance? 

We got that from the Customs yesterday. 

Mr. Maxwe ut. Yes, Mr. Chairman. 

Senator Kincorr. You have a table in the House report on that, 
do you not? 

Mr. MaxweELL. Yes, sir. 

Senator Kitcore. I wonder if you would care to incorporate that 
table in our record at this point? 

Mr. Maxwe.t. Yes, sir. I have it here. 

(The table referred to is as follows:) 
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FiscaL SERVICE—BUREAU OF ACCOUNTS 


Summary analysis of the application of management and other savings, fiscal year 


1951 
Appropriation __-. - - - - oma . ..---- $2, 100, 000 
Less reserves and savings: 
1. Reserve, Public Law 759, 81st Cong 10, 000 
2. Unobligated balance June 30, 1951 account of reduced volume 
of depositary receipts - ; tg 99, 026 
3. Savings from legislative provisions: elimination of warrants 
under sec. 1210 of General Appropriation Act, 1951 5, 089 


4. Management savings: 
Procedural improvements under joint account- 
ing program : $8, 950 
Reorganization of operating units 7, 925 
Simplification of withholding tax procedure in- 
augurated Jan. 1, 1950 (exclusive of decrease 


in volume) - . 63, 459 
Improvements in mechanical methods of main- 
taining accounts 5, 778 
Miscellaneous 10, 765 
—_———— 96, 877 
Total reductions ; 210, 992 
Subtotal __ 1, 889, 008 


Plus increases not anticipated at time of preparation of budget: 
Additional responsibilities relating to accounting for 
borrowings by Government agencies from Treasury 
under agreements authorized by new laws, liquidation 
of agencies, and verification of transfers between 
appropriation accounts under sec. 1210, General 
Appropriation Act, 1951 $8, 466 
Improvements in accounting and reporting procedures 
consistert with principles established by sec. 114 of 
the Accounting and Auditing Act of 1950 (Public Law 
784, 8ist Cong.) 28, 846 
Increased cost of supplies, printing, communications, and 
increased equipment required for preservation of 


records 54, 672 
Payments required by law such as terminal leave and 
social security tax 6, 566 
Total increases : 98, 550 
Expenditures for 1951 1, 987, 558 
Unobligated balance returned to Treasury - _. 112, 442 


ADDITIONAL ACCOUNTING COSTS 


Mr. Maxwetu. The Bureau of Accounts is continually confronted 
with new activities or changes in volume or increase in costs, which 
must be carried on currently. The Bureau cannot control its volume 
of work because most of its activities are of a service nature. 

So that during the fiscal year 1951, we were confronted with taking 
on increases not anticipated at the time of the preparation of the 
budget, amounting to $98,550. 

Part of it was establishing new accounts similar to those which the 
General Accounting Office discontinued when they abolished their 
ee and Bookkeeping Division, thereby saving over a million 
dollars. 
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Senator Kiicore. In other words, part of your expense is something 
that was formerly appropriated for in the General Accounting appro- 
priation; is that correct? 

Mr. Maxwe tu. It cost us $28,000 approximately to establish cer- 
tain accounts we had not maintained before in our Accounting Division. 

Senator Kitcore. Did it cost you more than it did them? 

Mr. Maxwe.u. Much less. 

Senator Kiicore. In other words, it actually resulted in a saving to 
the taxpayer, did it not? 

Mr. Maxwe tu. That is right. 

We also had additional costs involving payments required by law 
such as social security taxes. Due to a change of law, we now have 
to pay the employer's tax on the wages of employees from our appro- 
priation, which we did not have theretofore to pay. 

Senator Kircore. Let me ask vou at that point: With the changed 
social security set-up, how much additional work has that put on your 
office? 

Mr. Maxwe .t. Very little in our own office; that is, for additional 
personnel. 

Senator Kircorr. You get your figures from other places, do you. 

Mr. Maxwett. The number of deposits i is just the same; there 
probably is only a slight increase in the volume. But it was not ma- 
terial enough to make too much difference. I would think probably 
one clerk in our office would cover that increased work—maybe 
even less. 

But the items that we have listed on this statement represent 
the additional work which we have had to take on. 


ADDITIONAL STATUTORY WORK 


Other additional work arose when the new laws were passed, which 
authorized loans to be made to Government agencies, such as to the 
Housing Administration. And when we make new loans, that means 
we have to establish new accounts and have additional clerical work 
even though it is the same kind of work we normally do, but just a 
larger volume. So those increases cost us $98,000 in 1951. 

However, by reason of the joint accounting program saving us 
some money by discontinuing certain warrants and our regular 
management program saved us some money by introducing various 
short cuts in our procedures, we saved around $96,877, which just 
about offset the additional cost. 

Senator Kincore. I want to ask you a question at that point, which 
is very interesting to me. 


NEW GAC AUDITING SYSTEM 


The General Accounting Office has turned over to the Post Office 
their accounting system, and now they have turned over certain jobs 
to you people. The General Accounting Office is really a legislative 
office. It is supposed to be an arm of the Congress and not a part of 
the executive department. 

I am just wondering what is the effect of that. 

Mr. Maxwe tu. From our viewpoint, aside from the economy end 
of.it we believe the new arrangement has certain advantages since 
they have a site audit, right in the Treasury Department—auditors 
who audit our work right on the spot. 
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Senator Krucore. Are they on your payroll, or on their payroll? 

Mr. Maxwe tu. They are on their payroll. But they are located 
right in the Treasury Building. 

Senator Kitcorse. So that we still have the legislative check-up 

ystem? 

Mr. Maxwe .u. That is correct. 

Senator Kincorr. But we have reduced duplication by sending 
auditors into your office and the Post Office and other places to check 
with you and give the necessary accounting to Congress. 

Mr. MaxweE tt. Yes, sir; and avoid the ke eping of duplicate records. 
We feel that is a big advantage because they can make the audit right 
on the spot and if there is anything they question, we can immediately 
check into the matter. It generally takes only a few minutes, to settle 
questions whereas before, the questioned subjects had to go back and 
forth by correspondence. 

Senator Kitcorr. The complaint of the General Accounting 
Office in the past was that it was a case of finding mistakes after 
they happened instead of preventing mistakes. 

Mr. Maxwe.u. We are very much in favor of the way it is working 
out now. It expedites business, too. 

Senator Kitcorr. However, as long as it remains a situation where- 
it still is a part of the legislative branch of Government and is respon- 
sible to us for its accounting, I do not want to handicap you in that 
but I do want to work out every possible means of expedition of the 
necessary accounting service. 

| wonder if you could furnish for the record the number of General 
Accounting Office employees, outside of the Bureau of the Budget, 
that are working on this with your Department. 

Mr. Maxwe.u. I think we can get that information from the 
accounting system staff in the General Accounting Office. 

Senator Kitcore. Do you have an accountant of the Bureau of the 
Budget with you, too? 

Mr. Maxwe tu. They work jointly on certain projects. 

Senator Kincore. Could you furnish us the number of employees 
that work with you, too? That will give us an over-all picture of what 
you carry on, because really you are a watchdog organization in the 
Treasury Department, just as the General Accounting Office is. 

Mr. Maxweuv. I would like to ask: Do you want that information 
as of a particular date? The number of employees varies from time 
to time as projects are started or completed. 

Senator Kincorr. Let us say as of February 1. That is a con- 
venient date, is it not? 

Mr. Maxwe.. Yes, sir. 

Senator KinGorr. We would like to have that because you have to 
spearhead the whole economy drive. 

Mr. Maxwetu. We will be glad to put that in the record. 

Senator Kircore. That will go into the record at this point. 

(The material referred to is as follows: ) 


MANPOWER DEVOTED TO THE JoINT PROGRAM To IMPROVE ACCOUNTING IN THE 
FEDERAL GOVERNMENT 


The time of approximately 13 men on the accounting staff of the Bureau of 
Accounts is spent on work to improve the Treasury’s accounting and financial 
reporting and in collaborating with staffs of the General Accounting Office and 
the Bureau of the Budget in improving the Government’s accounting generally. 

General Accounting Office leadership in the joint prog am to improve accounting 
is centered in the Accounting Systems Division with a total staff of 76. The 
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major portion of the staff is devoted to day-to-day work direct with the various 
agencies, including the Treasury, on their accounting systems and in the improve- 
ment of Government-wide fiscal procedures. This work is conducted as a coordi- 
nate part of the functions of the Comptroller General under the Budget and 
Accounting Procedures Act of 1950, which includes the prescribing of accounting 
requirements and the review and approval of accounting systems of Government 
agencies. Likewise, work of other branches of the General Accounting Office con- 
tributes to and is coordinated with the accomplishment of the objectives of the 
joint accounting program. 

The Bureau of the Budget has six employees who devote the major part of their 
time to work under the Joint Accounting Program. This staff collaborates with 
the staff of the General Accounting Office, the Treasury Department, and other 
agencies in bringing about improvements in budgeting, accounting, and financial 
reporting. Other Bureau personnel, particularly estimates examiners, participate 
in the program from time to time. 


BACKLOG OF WORK 


Senator Kitcore. Offhand, without investigation, could you tell 
us if there is much of a backlog of work piled up in your office? 

Mr. Maxwe.u. There is only one area where there is a backlog 
and that is why we are putting an extra clerk in our estimates for 
1953 in the activity which includes claims. Last April we took over 
the liquidation of the Philippine War Damage Commission. They 
went out of business on April 30. 

We understood at that time that there would be very little to do to 
liquidate their outstanding obligations. However, we are finding 
that a Jot of individuals are writing in from the Philippine Islands 
about their claims. Some of them apparently are good claims, where 
the checks have not reached the payees; other claims are just people 
who are complaining that their claims were not granted. But we 
have to look over every one of them—review the files on each case and 
prepare a reply. 

We have not been able to keep up with that work because we get 
three or four hundred requests a month. They are dwindling off now 
to around 200. The number will vary from month to month, but I 
would say there was an average of 300 requests a month over the last 6 
months. We have not been able to keep up with that correspondence. 

We have been trying to answer all the congressional requests and 
get those out promptly, and we are working at the others as fast as we 
can, but we have a backlog. 

Senator Kinrcore. You took over the job of what agency, did you 
say? 

Mr. Maxwe vu. We took over the liquidation of the Philippine War 
Damage Commission. 

Senator Kiitcorr. How about this War Claims Commission? 

Mr. Maxwe.t. There is the War Claims Commission, which is a 
new organization which, I understand, is now considering claims. 
There is also an International Claims Commission from which we will 
get their decisions or adjudications and we will make the payments to 
the awardees. We are receiving some of them now. I think we are 
supposed to get 800 by the end of this fiscal year. 

By the next fiscal year those will probably be two or three thousand 
altogether. 

PERSONNEL AND SALARIES 


Senator Kincore. I notice here that you cut off four positions and 
added one, which is a decrease of three positions for 1953. Is that 
correct? 
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Mr. Maxwe... That is correct. 

Senator Kricorre. What was the average salary of the four positions 
you cut off, and so forth? 

Mr. Maxwe.u. We reduced three employees under the activity 
“Financial reporting and maintenance of the Government’s central 
accounts,’ and one under the Administrative Division. 

The salaries under the first activity amounted to $14,949 a year 
and under the second, $3,000. 

Senator Kitcore. In other words, what would that amount to? 

Mr. Maxwe tt. The total of the four would be $17,000. 

Senator KitGore. So you have a saving there of over $14,000. 

Mr. Maxwe uy. That is right, about $14,000 in savings in base 
salaries. 

We are, however, required to absorb automatic promotions for 
1953, and there also is a small amount of pay increases under Public 
Law 201 for an extra half week which has to be absorbed in 1953, 
which makes a net reduction in personal services of $900. 


5-YEAR RECORD OF PERSONNEL AND EXPENDITURES 


Senator Kitcore. Inasmuch as practically all of your appropriation 
is for personal services, I wonder if you could give us for the record at 
this point, say, a 5-year study showing the number of e mployees and 
the categories at the beginning of each fiscal vear for the 5-year period. 

Could you do that? 

Mr. MaxweE tu, | have a statement here which may be what you 
have in mind, Mr. Chairman. The first line shows the position and 
the employees, and the rest shows the expenditures by objective class. 

Senator Kitgore. That is what we are looking for. 

Senator Ecron. Does that show the increased workload? 

Mr. MaxweE tv. This is only the personnel and the expenditures by 
objective class. 

Senator Kincore. That will go in the record at this point. 

(The material referred is as follows:) 


ones by o esos class 





| Actual Estimated 
ainsi inne edbia siienhiniiait ‘aia yor pea 
1948 | 1949 1950 | = :195L_ | 1952 | 1988 
Ries | r bo | Ne we ie} _ 
Number permanent positions. | 285 267 243 | 233 | 221 | 220 
Average number employees. - - | 269 | 261 | 236 | 225 212 | 209 
Ses | sss ao | Se —— ————— 
Personal services _...----| $998,951 | $1,053, 066 is $1, 002,379 | $994,878 | $1,051, 050 | $1,050, 150 
Travel 1, 590 | 3,317 2, 702 | 1, 455 3, 000 | 3, 000 
lransportation of things 804 | 332 2, 819 1,917 1, 800 1, 800 
Communieation services | 1, 929 | 5, 705 5, 470 8, 713 8, 700 8, 700 
Rentals_- ; a { 17, 515 | 23, 099 24, 618 28, 995 34, 800 | 34, 800 
Printing. 7 113, 950 99, 103 1 153, 053 184, 956 170, 100 198, 000 
Contractual services reim- | | | | 
bursement to FRB : | 433, 225 | 364, 189 1 676, 589 | 727, 754 720, 000 | 725, 000 
Other ; 7,036 | 3, 848 | 8, 003 5, 822 6.000 | 6, 000 
Supplies : | 7, 105 | 6, 981 7, 658 | 6, 879 7, 000 | 9, 000 
Equipment | 11, 992 | 8, 383 ), 077 | 25, 586 3, 000 3, 000 
Awards | | 10 10 | 25 aa 
Taxes (social security) . - |-- 578 1, 550 1, 550 
Total direct obligations.| 1, 589,097 | 1, 568, 933 888, 378 | 1, 987, 558 2, 007, 000 2, 041, 000 
Reimbursable obligations, 
personal services. _. PT 1,830 |. | 
Total... ; 1, 590, 927 1, 568, 933 1, 888, 378 1,987,558 | 2,007,000 2, 041, 000 


! Includes costs under new withholding tax procedure, 
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Senator Ecron. May I ask with regard to your request this year, 
this request takes care of the promotions, the up-grade promotions 
and the salary increases, does it? 

Mr. Maxwe.u. Yes. We have not included in our estimates for 
1953, any additional amounts for promotions, that is, automatic 
promotions. 

We will absorb that when we reduce our force by three people and 
other savings. We will have to absorb that part of it. 

Senator Kincorr. How about increased pay? 

Mr. Maxwe.u. Under the pay bill, we have included in here the 
amounts for the increased pay, $82,000. 

Senator K1LGore. How much overtime do you have? 

Mr. Maxwe tt. Parts of the year we do have some overtime, but 
generally our people are willing to work on compensatory time. 
Sometimes we have to pay for it, but we try to get them to work on 
compensatory time so that we do not have to pay them cash. How- 
ever, if they elect to receive pay, under the law, we have to pay them, 
which in 1951 amounted to $4,548. 


VACANT POSITIONS 


Senator Kincorr. How many vacant positions do you have, and 
in what categories? 

Mr. Maxwe tu. As of the end of January, we had three, I believe, 
in the lower grades, such as stenographers, and clerks, and we had one 
accounting position which we have not filled. 

During “the vear we are going to have to reduce even more. It 
may not be in any particular category, it may be in other groups. 


1952 SUPPLEMENTAL REQUEST 


Senator KrtGorre. How much of this pay cost is going to come up 
for a supplemental for 1952? 

Mr. Maxwe tu. In 1952 we have a supplemental request for $82,000. 
The actual cost to the bureau will be around $86,000, but we are ask- 
ing for $82,000. 

Senator Kricorr. And you are absorbing $4,000; is that correct? 

Mr. Maxwe tt. That is correct, and for next fiscal year we will 
absorb more. 

Senator Kixcorr. Will that supplemental include filling those va- 
cant positions? Can you give us an estimate on that? 


AVERAGE PERSONNEL 


Mr. Maxwe ut. The supplemental funds will be used for pay in- 
ereases only. We will have for this fiscal year an average of 212 
people. The vacancies that we must fill are stenographers, who are 
badly needed, but during the year we will drop other employees. So 
when we get to the end of the year we will only have about 212. That 
is the estimate we have here for 1952. 

Senator Kitcorr. Do you have an over-all picture as to the work- 
load, or can you supply it? 

Mr. MaxweE Lu. Yes; I have a summary statement that I can give 
you. 
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Senator Kitcorre. We would like to have it showing a percentage 
increase. 

Mr. MaxweE tu. Yes, for several years back. 

Senator Kitcore. Do you have a table of that kind? 

Mr. Maxwe tu. I will be glad to furnish it for the record. 

Senator Kitcore. Will you please insert it in the record at this 
point. 

Mr. Maxwe.t. Yes, sir. 


(The information referred to is as follows:) 


Fiscal service, Bureau of Accounts, work volume, 1950-53 


| . ercent of 
Actual Estimated Percent 0 


increase 
Activity 
1953 1953 
1950 1951 1952 1953 over over 
1950 1952 
1. Processing deposits of withheld tax 
payments: Depositary receipts 
processed 4,481,451 | 4,664,374 | 4,750,000 | 4,800, 000 +7 +1 
2. Financial reporting and mainte- 
nance of Governments central 
accounts: Warrant and account- 
ing items processed 1, 109, 937 1, 037, 668 1, 037, 200 1, 037, 200 —7 
3. Development and installation of 
accounting and reporting systems (}) 
4. Processing investments, loans, 
claims, collections and surety 
bonds 
Philippine War Damage claims 
and correspondence os 885 1,100 3,700 |+3, 700 | +236 
Investments, loans and other 
transactions 167, 477 265, 409 279, 500 296, 300 7 +6 
Subtotal 167, 477 266, 297 280, 600 300, 000 t79 +7 
5. Supervision of Federal depositary 
system: Changes in depositary | : an 
System 3,172 3, 618 3, 700 5, 000 + AS +35 
6. Executive direction ) () 
Total 5, 762, 037 5, 971, 957 6, 071, 500 6, 142, 200 Le +] 
Average number of employees 236 225 212 209 ~i) s 


1 Not measurable. 


1958 BUDGET INCREASE 


Senator Kincorr. Mr. Maxwell, would you like to summarize the 
whole picture for us now? 

Mr. Maxwetu. Yes, Mr. Chairman, I would like to do that. 

The $116,000 increase over the 1952 appropriation is made up 
principally of the additional amount required under Public Law 201 
to take care of the increased wages and salaries. 

We also have some increase in nonpersonal services on account of 
the increase in cost of supplies, printing, and so on. 

When these estimates were made up, we had information from the 
Government Printing Office that wages were going up 7 percent and 
paper costs were going up around 35 percent, and ‘they figured that a 
25 percent increase over 1950, or a 15 percent increase over 1952 
would be about the right amount to estimate for 1953. 

These estimates were confirmed from information that we had as 
to the comparative prices, and they seemed to be about right, although 
the increase in some articles was more. So we have inc cluded in the 
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nonpersonal services around 15 percent for increased printing costs 
as well as an increase for supplies. 

Senator Kiicorer. That is not an increased amount of printing, but 
an increased cost of printing; is that correct? 

Mr. Maxwett. Yes sir. It is increased cost on prices of printing. 

I understand an appeal for a wage increase for printers is coming up 
for consideration again in April. Of course, I do not know what the 
outcome will be, but the general trend is upward. 


FUNCTIONS 


I would also like to point out this, Mr. Chairman: I mentioned 
just briefly before that the character of our activities is such that they 
are, for the most part, service activities—to make loans to the Gov- 
ernment agencies and the corporations, to approve surety bonds to 
cover Government contracts and fidelity bonds for certifying officers 
and soon. We review the condition of surety bond companies to ascer- 
tain whether they can carry out their contracts with the Government; 
we are investing trust account balances for the Secretary and designate 
depository banks to handle Government business, such as furnishing 
facilities for Government agencies, to get drafts for the transfer of 
funds, to get cash to pay their cash payrolls and to make arrange- 
ments to maintain checking accounts, and, in some instances, for full 
banking facilities, particularly for the Armed Forces overseas. 

These things are entirely service matters which have to be taken 
care of currently. 

If they are not taken care of currently, we are in the position of 
delaying or holding up Government contracts or Government busi- 
ness. So that it is important that we keep our work current on these 
things. 

I mentioned we have a backlog in one place. This was one place 
where we thought we could delay the work because it is more or less 
of a closed proposition, but even in this case, there are many instances 
where checks had not been delivered and stop-payment should be 
placed promptly against those checks, which may have gotten into 
the hands of somebody else, or there may have been forgeries. 

We don’t know what is required until we check into each case. 

Senator Kiricorr. Do you handle anything with reference to refund 
for overpayments on tax deductions in payrolls? 

Mr. Maxweuu. The Bureau of Accounts, through the Division of 
Disbursements, handles the issuance of checks. 

Senator Kiteors. But you audit that, do you? 

Mr. Maxwetu. No; we do not audit those amounts. The pay- 
ments are made by the Division of Disbursements based upon certified 
vouchers. 

SUMMARY OF BUDGET INCREASES REQUESTED 


Senator Krigore. I wonder if you could furnish us a little summary, 
in figures, of the estimated increase in cost of your printing, shall we 
say, based upon your facts. 

I understand this is simply based on reports from the Government 
Printing Office, on which you must rely. 
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Can you furnish us also the amount of estimated wage increase 
based upon the personnel situation, and any other facts that we can 
go into? We have to explain this $116 thousand to the rest of the 
committee and to the Senate as a whole, your justification for it. 

Could you furnish us actual figures on that on one page? 

Mr. Maxwe ut. We will be glad to give you the prices for, let us say, 
last year and the current vear. 

Senator Kingore. And also your estimates as to what part of this 
$116 thousand would be covered by things over which you have no 
control, such as automatic pay increases, amounting to 82 thousand 
dollars, and the question of the additional costs of necessary forms and 
papers and things of that kind that you have to use, which are brought 
about by the increased prices of raw materials and the increase in 
wages in the Government Printing Office. 

You might furnish that and label it as estimates of increased costs. 

Of course, it is no estimate as to the question of the wage increases 
because Congress has fixed that, but on the other things you have to 
take the estimate of the General Accounting Office. 

We will take that into consideration. It will help us in our mark-up 
tremendously if we have just a brief table showing how much of the 
$116 thousand additional money you are asking is for things over 
which you have no control whatsoever. 

Mr. MAaxwe.u. We will be glad to insert that in the record. 

Senator Kincore. Thank you very much. It will be inserted in 
the record at this point. 

(The material referred to is as follows:) 


Summary of increase in appropriation estimates for the fiscal year 1953 over 1952 


Appropriation estimate for fiscal year 1953__- $2, 041, 000 
Appropriated for the fiscal vear 1952 exclusive of supplemental 

amount for pay increase under Public Law 201 (82d Cong.). ---- 1, 925, 000 

Increase i ‘ _ ‘$1 16, , 000 


Analysis of increased costs 


1. Increase in pay under Public Law 201 approved Oct. 24, 


1951 $90, 600 
Less: Amounts to be absorbed from | savings : 3, 910 
Net increase $86, 690 


~) 


Increase on account of new work to liquidate fiscal affairs of the 
Philippine War Damage Commission transferred to the Treasury 


Department on Apr. 1, 1951__- ES eat 3, 410 
3. Increase in nonpersonal expenses on ac count of increased 
prices: 
Printing and binding (see following exhibit)__...-. $27, 900 
Supplies l te 2, 000 
Contractual services: 
Reimbursement to Federal Reserve banks---- - - 5, 000 
Subtotal __- a iapdiin . ny 34, 900 
4. Total increases -_ _ - : 125, 000 
Less: Savings from reduced leave under Public Law 233 (82d 
Cong.) and other savings to be effected 9, 000 


Net increase in appropriation estimates for 1953_ _- - $I 16, 000 
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EXHIBIT 


GOVERNMENT PRINTING OFFICE, 
Washington 25, D. C., May 17, 1951. 
Mr. Ropert H. Perry, Jr., 
Chief, Printing Section, Office of Administrative Services, 
Treasury Depariment, Washing'on 25, D. C. 

Dear Mr. Perry: You have requested information relative to increased costs 
for printing as compared with March 1950. We cannot supply you with definite 
information due to the extremely unstable conditions existing in the markets. 

We expert to be forced to in®rease our charges for work produced in our plant 
approximately 7 percent at an early date because of increases in wages. Current 
paper costs are approximately 35 percent above those prevailing in March 1950. 
The costs for other materials have increased in varying percentages. Specula- 
tively, it might be safe to assume that the increase averagely is about 25 percent 
for materials other than paper. 

We are not able to predict the extent of increase for specialty forms. These 
prices fluctuate so greatly at various times that we cannot accurately gage the 
increases. Insofar as marginally punched continuous forms are concerned, it is 
suggested that you develop these figures from your records of billings. 

In the current situation we are unable to predict the trend that costs may follow 
in the future. 

Very truly yours, 
Joun J. DEVINY, 
Public Printer. 
By Emmett I. Hitt, 
Director of Planning Service. 


May 17, 1951. 


Memorandum to Mr. Roger Smith, Budget Officer, Bureau of Accounts: 

In connection with the cost of printing and binding for the fiscal year 1953, I 
ealled Mr. John J. Deviriy, Public Printer, by telephone today asking what in- 
crease in prices had taken place up to date and what increase would take place 
in the ensuing fiscal year, 1952. 

Mr. Deviny advised that there had already been a net increase in the cost of 
printing of 11 percent over the 1950 base, which was that used by the Division 
of Disbursement in submitting its 1952 budget to the Bureau of the Budget on 
September 30, 1950. He further stated that in his opinion with the recent pay 
increases and the mounting prices on paper and supplies a rate of 15 percent would 
represent a conservative increase for additional printing costs for the fiscal year 
1953. 

Paut D. BANNING, 
Chief Disbursing Officer. 


Examples of changes in prices of printing and binding and supplies 


Prices on which appro- Percent of 
priation estimates increase 
ms 1951, | Were based Current current 
Item Unit actual prices prices over 
| 1952 esti- 
1952 1953 | mate 
Digest of appropriations Each $11. 56 $10.14 | $11. 66 | $13. 52 33.3 
Combined statement do 7.39 7. 69 8. S4 7. 69 
Depositary receipt Per <1 1.78 1.78 | 2. 05 2. 69 51.1 
sant | 
Daily Treasrry Statement Each 17 17 | 20 17 wilgiddhes 
De osit registers— Forms €00, | Per thou- 19. 98 20. 02 23. 02 41. 91 109. 3 
601, 602, 603 sand. | 
DO accounts—-Forms 654, do 4.41 4.38 | 5.04 &. 04 104.1 
655. | 
Cire: lars and forms for with- do 3. 32 3.33 | 3. 83 4.49 34.8 
held taxes | | 
Appro:riation warrant and do 75. 00 75. 08 86. 34 73. 21 | —2.5 
advice of credit—Form 520 
Form 778—Receipts, expendi- do 176. 80 176. 47 202. 94 176. 86 | .2 
trres and balances 
Listing rarer do 3. 69 3. 69 4. 24 5. 91 60.2 
Typewriter ribboris 
Regular Each 72 73 M4 69 —5.5 
Carbon do 85 85 9s 1.35 58.8 
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UniTrep Sratres GOVERNMENT PRINTING OFFICE, 
Washington 25, D. C., February 19, 1952. 
Mr. Ropert H. Perry, Jr., 
Chief, Printing Section, Division of Office Services, 
United States Treasury Department, Washington 25, D. C. 

Dear Srr: The following information relative to increases in the cost of paper 
is furnished in accordance with our discussion held in the Office of the Comptroller, 
February 18, 1952. This information is supplemental to that furnished in my 
letter of February 14, 1952. 

As near as we can tell the cumulative increase in the cost of paper since January 
1, 1950, through February 1952 is 49.5 percent. This does not mean that all 
papers increased this amount. It is the average of all types of paper used by the 
Government Printing Office. 

Very truly yours, 
Joun J. DeEviny, 
Public Printer. 
By F. E. Crisrorane, 
Comptroller. 


Unirep Stares GOVERNMENT PRINTING OFFICE, 
Washington 25, D. C., February 14, 1952. 
Mr. Ropert H. Perry, Jr., 
Chief, Printing Section, Division of Office Services, 
United States Treasury Department, Washington 25, D. C, 

Dear Sir: Reference is made to your letter of February 14, 1952, to the Director 
of Planning Service, wherein vou requested information as to increases in printing 
and binding costs. 

As near as we can tell at this time, the 7 percent figure previously furnished you 
is still as accurate as we can estimate. As you know, no two jobs are alike, and 
due to the many various ways of processing a similar order, plus the many minor 
adjustments of cost due to improved methods or machines, it is impossible to 
give a figure that will be specific as to any one agency, or type of agency. 

At the present time, negotiations are in process for possible wage adjustment 
by the various crafts of the Office, but no information is available at this time as 
to what the effect of these negotiations will be. 

We have, from time to time, made changes in working basis of distributing 
certain direct expense items which have the effect of lowering some items and 
raising others. This type of action may partly be responsible for the situation 
you referred to on recurring printing jobs of a similar nature. 

It is regretted that we cannot be more specific in matters of this type to assist 
you in any budget work. 

Very truly yours, 
JoHN J. Deviny, Public Printer. 
By ALLEN F. Jones, Acting Comptroller. 


PROGRESS OF JOINT ACCOUNTING PROGRAM 


Senator Kitcore. Also, for the record, I think it would be well to 
insert at this point the third annual report of progress under the 
joint accounting program, and pages 28 to 33, inclusive, of the im- 
provements made by the ‘Treasury Department. 

We will put that in the record at this point. 

Mr. Maxwe uu. Yes, sir. I have that here. 

(ithe material referred to is as follows: ) 


PROGRESS UNDER THE JOINT PROGRAM To IMPROVE ACCOUNTING IN THE FEDERAL 
GOVERNMENT 


Part | 


This is the third annual report of progress under the joint program to improve 
the Government’s accounting. As in former years, the report was prepared by 
staffs of the General Accounting Office, Treasury Department, and Bureau of the 
Budget with the cooperation of the other agencies of the Government. 
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From its beginning in December 1947, the joint program has represented the 
united effort of the three central fiscal agencies working in close cooperation with 
the other agencies of the Government to bring about improvements on a fully 
coordinated basis in the following areas: 

1. The accounting of the Government comprising the systems of accounting 
and internal control as an aid to management in the individual agencies to- 
gether with useful central reporting by the Treasury for the Government as 
a whole; 

2. Financial planning as expressed in the budget, requiring proper account- 
ing support; 

3. Audit performed by the General Accounting Office on a comprehensive 
basis at the site of operations; and 

4. Simplification of requirements and procedures, which goes hand-in-hand 
with improvements in the foregoing areas, and results in economy and in- 
creased efficiency. 

Many lasting improvements, examples of which were given in the two previous 
progress reports under the joint program, have been made in past years. How- 
ever, during 1951, which marked the first full calendar year under the Budget 
and Accounting Procedures Act of 1950, extensions of many of the basic improve- 
ments instituted in the earlier stages of the joint program were made and other 
improvements were launched pursuant to the implementing authorizations and 
allocations of responsibility provided by this legislation. The fully integrated 
pattern of accounting for the Government’s financial operations is taking shape 
as originally conceived in the joint program plans. 

What is being done to carry out these joint program plans is recapitulated below: 


ACCOUNTING 


Prior to inception of the joint program, accounting in the individual agencies, 
with few exceptions, was identified with appropriation and fund bookkeeping tied 
into the highly centralized and elaborate system of requirements, controls, and 
processes involving the Government’s receipts and expenditures which focused in 
the General Accounting Office and Treasury Department. This system for the 
most part was intended to prevent the overobligation and overexpenditure of 
appropriations made by the Congress and to provide for a personal accounting by 
those charged with the receipt and disbursement of public funds. Important as 
these objectives are, there was sadly neglected the equally important objective of 
providing, through accounting, a means for management in the individual agen- 
cies to appraise the value of activities in the light of program costs and accom- 
plishments, to provide full, accurate, and timely disclosure of the financial re- 
sults of operations, and to control not onlv funds but property and other assets 
for which the agency is responsible. The joint program has stressed the develop- 
ment of accounting to serve these broader purposes, as well as to preserve essen- 
tial safeguards over the receipt and expenditure of funds. 

In the development of agency systems of accounting and internal control, the 
following factors have been given special attention: 

1. Integration of budgeting and accounting classifications in order to provide 
adequate and reliable accounting support for budgets. 

2. Decentralization of accounting within agencies, to the extent practicable, to 
points of delegated operating or management responsibilities consistent with the 
degree of central control required to be exercised. 

3. Utilization, under appropriate circumstances, of accrual accounting (e. g., 
that which involves determining costs and expenses in relation to changes in 
assets and liabilities). 

4. Providing for integration between the aforementioned accrual accounting 
and appropriation accounting. 

5. Developing cost accounting, where appropriate, and integrating it with 
appropriation accounting. 

6. Fstablishing quantitative, and, where appropriate, financial control of in- 
ventories and other property. 

7. Fstablishing or improving control of receivables and collections, including 
efficient billing procedures, 

8. Improving and simplifying procedures for controlling obligations under 
appropriations. 

9. Improving agency reporting to fullv serve management needs. 

10. Tying in agency accounting with Treasury accounting and central re- 
porting. 
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11. Improving accounting organization and staffing in the individual agencies 
in line with the broadened concepts of the role of accounting and related agency 
responsibilities. 

12. Simplifying accounting and related procedures and applying modern 
methods and techniques. 

It is not feasible to detail in full the progress made to strengthen agency ac- 
counting along the above lines. However, the examples of agency accomplish- 
ments given in part II of this report are illustrative of the kind of progress being 
made. 

As for improving the accounting structure of the Government from the stand- 
point of central requirements and processes, emphasis has been placed from the 
outset on simplifying such central requirements and processes and eliminating 
overlapping and duplication. The objective has been to substitute more realistic 
types of controls in terms of the responsibilities involved in the collection and 
expenditure of funds and provide a practical basis for the integration of all the 
Government’s accounting. Central accounting requirements, controls, and proc- 
esses in both the Treasury Department and the General Accounting Office have 
been reappraised in the light of the strengthening and greater utilization of agency 
systems of accounting and internal control and the transition of auditing concepts 
and methods of the General Accounting Office from a centralized desk audit of 
vouchers and other documents to the progressive use of comprehensive, on-the- 
site audit procedures. The chief developments which have taken place with 
respect to central requirements, controls, and processes are as follows: 

1. The first fundamental step, under the Budget and Accounting Procedures 
Act of 1950, toward readjustment of central requirements and processes took 
place December 31, 1950, when the General Accounting Office abolished its Ac- 
counting and Bookkeeping Division, thereby discontinuing the maintenance of 
appropriation, expenditure, limitation,.receipt and personal ledger accounts for 
the Government as a whole. The Comptroller General’s responsibilities in con- 
nection with these matters are more effectively carried out through his authority 
to prescribe basic accounting requirements and make comprehensive audits of 
the Treasury’s receipt and appropriation accounts and the accounting of other 
agencies. 

2. Another fundamental step was taken under the Post Office Department 
Financial Control Act of 1950, by the abolishment of the Postal Accounts Divi- 
sion of the General Accounting Office and the transfer of its functions of maintain- 
ing the administrative accounts for the Post Office Department to that Depart- 
ment. The Comptroller General now exercises his responsibilities through a 
comprehensive, on-the-site audit of postal operations and by cooperative work 
with the Post Office Department in the development of its accounting systems in 
conformance with principles and standards prescribed by the Comptroller 
General. 

3. A complete review was made of the prescribed classifications for the Govern- 
ment’s receipt, appropriation, and related fund accounts in accordance with a 
revamped fund structure provided for in a revision of General Regulations No. 
84. Necessary revisions of account classifications were made effective July 1, 
1951. This revision provides for better disclosure and presentation of the finan- 
cial operations of the Government. 

4. Procedures which involved the issuance and countersignature of warrants 
for making appropriated funds available to the various agencies of the Govern- 
ment for expenditure were simplified and improved. The old procedures were 
changed in two respects: 

(a) The entire amounts of appropriations, with a few exceptions, are now 
placed to the credit of disbursing officers at the time the appropriations a#re 
set up on the books of the Treasury and books of the agencies spending the 
appropriations. Previous!y funds under individual appropriations were 
advanced to disbursing officers piece-meal during the vear in accordance 
with requisitions submitted by the spending agencies. 

(b) Collections representing repayments to appropriations and those 
replesenting special and trust receipts, with a few exceptions, are now 
deposited directly by the collecting agencies into the accounts of disbursing 
officers. Previously, it was necessary to issue warrants to cover the deposits 
into the Treasury and then requisition them for advance to disbursing 
officers. 

These proceaural simplifications have greatly reduced paper work on the part 
of the Treasury, General Accounting Office, and the other agencies and have 
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eliminated a considerable time lag in making funds available in the accounts of 
disbursing officers for the payment of public creditors. 

5. Coordinate with the revision of central accounting processes and warrant 
procedures, a basis is developing for tying in the operating accounts of each 
agency with the cash accounts of the Treasury. Most agencies are now able to 
reconcile their cash accounting with the Treasury in a manner similar to that of a 
business concern with its bank. Thus, a substantial start has been provided for 
laying the foundation for the achievement of a major objective of the whole 
program—-a simple integrated accounting structure for the entire Government 
whereby the accounting records are maintained in the individual agencies for 
operations for which they are responsible but under which accounting results can 
be brought together and consolidated in financial reports for the Government as 
a whole. 

6. The Comptroller General’s review of the organization and operations of the 
General Accounting Office coordinated with a review and analysis of the account- 
ing organization and procedures of the Treasury Department, is continuing. 
During the past year, staffs of the General Accounting Office and the Treasury 
Department have been engaged in developing plans for the best possible system 
with respect to the Department’s accounting for its cash operations and for the 
receipts and expenditures of the Government. In line with the new approach to 
central requirements and processes a foundation is being laid for integration of 
the Treasury’s own accounting and for bringing together data needed for compiling 
over-all financial reports of the Government. 


BUDGETING 


Many improvements have been made in budgeting and budget processes in 
consonance with changes in accounting. 

Numerous changes have been made in agency appropriation structure and 
activity classifications. In developing such changes the objectives have been to 
(a) develop a simplified appropriation pattern so as to provide appropriate 
flexibility in agency operations and minimize the need for complex accounting 
procedures, and (b) provide meaningful activity schedules which indicate clearly 
the various segments of work upon which each agency is engaged and which 
permit the development of adequate support in the accounts. Progress being 
made in the appropriation structure area is exemplified by the fact that over 200 
appropriations were eliminated in the 1951 budget, followed by a further reduction 
of 56 items in the 1952 budget. This now leaves a total of less than 400 appro- 
priations for the executive branch. 

As for activity schedules, the 1951 budget presentation represented a complete 
change, in that each agency was required for the first time to present its appro- 
priation requests in terms of activities. Numerous refinements in activity classi- 
fications were made in the 1952 budget. 

Aggressive action is now underway in order to bring about further improve- 
ments in budget structure and to develop adequate accounting support for the 
budget. This action consists of a Government-wide follow-up program on the 
surveys Which were made of agency bitdgeting and accounting practices at the 
request of the House Appropriations Committee. The follow-up program is to 
correct Weaknesses indicated as a result of the surveys and to further strengthen 
budget practices and accounting support for the budget. 

The revision of General Regulations No. 84 which made comprehensive changes 
in fund structure and account classification enabled further improvements to be 
made in the 1953 budget. For example, the reclassification of trust fund items 
will provide a clarified and more accurate presentation of that portion of the 
budget. To illustrate, 78 accounts for refunds and claims previously shown in 
detail in the trust portion of the budget were eliminated from the 1953 document. 
The reclassification of accounts as revolving and working capital funds and the 
better identification of business-type operations in the agencies also contributed 
toward a more informative presentation. This is exemplified by the fact that 
the number of business-type statements in the 1953 document wil! almost double 
those shown in the 1952 budget, with 48 accounts (43 of them noncorporate) 
presented on that basis for the first time. 

These new accounts involve Government assets estimated at $2,370,000,000 
and application of funds estimated at $8,500,000,000 during fiscal vear 1953. 

In still other agencies, involving even greater assets, such as the Atomic Energy 
Commission and the Bureau of Reclamation, the statements in the budget are 
reconcilable with business-type statements available from the agency’s accounting 
records. 
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PROCEDURAL SIMPLIFICATIONS 


A basic objective of the accounting improvement and development work being 
done in the individual agencies and in the area of central accounting functions, 
requirements, and processes has been to simplify and modernize accounting and 
related fiscal operations and procedures to the maximum extent practicabie, con- 
sistent with the economies and increased efficiency to be achieved and with due 
regard to the maintenance of adequate safeguards and controls over public funds. 
Through these simplification efforts it has been possible to e.iminate a great deal 
of duplication and overlapping of accounting operations and procedures, to reduce 
substantiaHy the amount of document flow and other paper work, and to avoid 
handlings, recordations, and other work steps which are only re re ‘titive and serve 
no useful purpose. The following are scme examples of simplification results, 
having Governinent-wide as well as individual agency application and significance, 
which illustrate the progress made to date along this line: 


1. Modification of General Accounting Office processes 


The abolition of the Accounting and Bookkeeping Division of the General 
Accounting Office, pursuant to the new legisiation, removed a concentration of 
central accounting controls, requirements, and processes, involving a voluminous 
flow of documents from agencies and their field installations. Much of this either 
duplicated to a large extent requirements of the Treasury Department and the 
Bureau of the Budget or became outmoded and served no useful purpose in the 
light of other accounting improvements and developments under the joint pro- 
gram. Typical of the work cut out, involving direct savings of $1 million in the 
General Accounting Office alone, are the following: 

(a) Over 500,000 ledger accounts, comprising appropriation and expenditure, 
limitation, receipt, personal accounts with accountable officers, public debt, and 
miscellaneous accounts, and posted for the most part from docun ents originating 
in the agencies, were eliminated. 

(b) Approximately 900,000 advance schedules of collection required to be for- 
warded periodically from all over the United States, and involving 
clerical costs in their preparation, saved annuaily. 

(c) About 30,000 reports, on an annual basis, covering analyses of disburse- 
ments and collections by appropriation limitations, were eliminated. These 
reports also involved substantial clerical costs to compile. 

(d) Submission by 125 agencies of monthly reports on status of appropriations, 
involving over 9,000 report pages with 300,000 iine entries on an annual basis, 
discontinued. 


considerable 


. 
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2. Modification of warrant procedure 


Pursuant to the authority of section 115 (a) of the Budget and Accounting 
Procedures Act of 1950, three joint regulations have been issued thus far by the 
Secretary of the Treasury and the Comptroller General to effect simplifications or 
modifications of warrant processes and related procedures. Improvements 
brought about by these joint regulations are the following: 

(a) Joint Regulation No. 1.—Under this regulation, procedures with respect to 
repayments to appropriations were simplified. Prior to the regulation, collections 
representing repayments to appropriations had to be deposited, covered into the 
Treasury, and then advanced to the disbursing officer who in many instances was 
the original depositor. In providing for direct deposit of such collections to the 
credit of the disbursing officer, this regulation eliminated the use of two warrants 
formerly required in order to make such funds available for disbursement as well 
as materially reducing the time lag between collection and ultimate availability 
for disbursement. In summary, this regulation has eliminated for each trans- 
action 26 steps, 60 handlings of documents and 106 recordations in the combined 
accounting operations and related procedures in the Treasury Department, 
General Accounting Office and administrative agencies, in processing repayments 
to appropriations. 

(b) Joint Regulation No. 2.—This regulation simplified procedures with respect 
to making appropriated funds available for expenditure by the elimination of the 
requisition for disbursing funds by administrative agencies and the consolidation 
of accountable and appropriation warrants. Under this regulation, all of the 
funds appropriated to the agencies are now advanced in lump sum to the dis- 
bursing officers, which eliminates individual periodic advances heretofore proc- 
essed by and for each agency monthly or quarterly. In the work of the agencies, 
the Treasury Department and the General Accounting Office, this regulation has 
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resulted in savings, for each transaction, of 8 steps, 11 handlings of documents, 
and 38 recordations to make appropriations available for disbursement. 

(c) Joint Regulation No. 3.—This regulation, which relates to special and trust 
fund receipts that are available for expenditure at the time of collection by the 
collecting agency, eliminated the preparation, handling, and signing of three 
warrants heretofore necessary before funds could be spent by the collecting agency. 
That the simplified procedure effected by this joint regulation considerably lessens 
the workload of the administrative agencies, the Treasury Department and the 
General Accounting Office is indicated by the elimination, for each transaction, 
of 33 steps, 72 handlings of documents, 136 recordations, and 28 days required 
in the processing of these available special and trust fund receipts. 


8. Administrative examination of vouchers 


As a result of actions taken under authority of section 119 of the Budget and 
Accounting Procedures Act of 1950 (which authorizes the head of each executive 
agency to designate the place or places, at the seat of government or elsewhere at 
which the administrative examination of fiscal officers’ accounts will be performed, 
and to waive such examination in whole or in part with the concurrence of the 
Comptroller General) a substantial reduction in document flow and handling has 
been effected. 

About 9,000,000 vouchers paid in the field are no longer bundled and shipped 
to Washington for central office administrative examination prior to sending them 
to the General Accounting Office for audit. This development actually saved two 
separate handlings of such a large volume of vouchers since under the former pro- 
cedures the vouchers were sent first to the Chief Disbursing Officer, Treasury 
Department, for consolidation and processing and then to the administrative 
agency for examination. 


4. Use of voucher and schedule of payments 


Considerable reduction in document preparation and flow has been made 
through the extended use of the voucher and schedule of payments coupled with 
extension of on-the-site audits. Many agencies are now utilizing this simplified 
voucher form which provides for a listing of a number of payees, duly certified, 
as authorization to the disbursing officer to make the payments so listed. Basic 
supporting documents are thus retained at the point of voucher origin for subse- 
quent audit by the General Accounting Office. This has resulted in an approxi- 
mate reduction in the preparation of 2,800,000 individual vouchers annually, 
which formerly were transmitted to the Chief Disbursing Officer, Treasury De- 
partment, for payment. Also, by retention of original voucher at the site the 
Eeopeeaiaee of additional administrative copy of each voucher can be saved. 

his is in spite of the fact that there has been an increase of 1,000,000 a year in the 
volume of checks issued. 


5. Retention of documents because of on-the-stte audit 


As mentioned in the preceding item, the retention of documents at the site of 
operations for on-the-site audit by the General Accounting Office, in lieu of the 
former practice of transmitting such documents to the General Accounting Office 
for a desk audit, has resulted in an enormous reduction in the flow of accounting 
documents. As examples, the site audit of the 1948 and 1951 dividend payments 
for the national service life insurance program has made possible retention by the 
Veterans’ Administration of supporting documents for approximately 23,000,000 
payments; likewise, site audit arrangements made for the Economic Stabilization 
Agency have resulted in the retention of 110,000 documents of this agency for the 
calendar year 1951 alone. 


6. Simplification results in individual agencies 


Although the eliminations or modifications of central accounting requirements 
and external audit processes constitute, in themselves, highly significant improve- 
ments in the over-all accounting structure of the Government, they are un- 
doubtedly even more significant from the standpoint of the foundation which has 
been laid for effecting simplifications in the accounting operations and processes 
of the individual agencies. A few examples of such simplifications in agency 
accounting, selected at random from the agency accomplishments set forth in 
detail in part II of this progress report, are summarized below: 

(a) Installation of a new punch card money order system in the Post Office 
Department, effective July 1, 1951, resulted in a savings of 300 million forms 
formerly prepared; over a million legal-sized sheets on which money orders were 
listed at 300 items to a sheet; preparation, handling, and reconciliation of over 
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900,000 checks a year through reduction in number of checks drawn by post- 
masters in cashing money orders; and has eliminated 700 positions in 7 
electrical accounting units. 

(6) Consolidation of administrative and program accounting functions into a 
single division of the Fiscal Branch of Production and Marketing Administration, 
Department of Agriculture, has saved paper handling, machine utilization, and 
an estimated 24 man-vears. 

(c) As a result of revision and decentralization of accounting functions the 
cost of operating the finance activity of Bureau of Reclamation, Department of 
Interior, has been reduced by approximately one-third in the Washington office 
and the seven regional offices. 

(d) Preparation and processing of approximately 500,000 carbon copies of 
checks, drawn by Foreign Service disbursing officers each year and required to be 
forwarded air mail to Washington at least once a week, saved by revised procedure 
for recording Foreign Service disbursing officers’ transactions in accounts of the 
Treasury Department, Division of Disbursement, and in Division of Finance, 
State Department. 

(e) Where site or comprehensive audits have been approved, agencies are 
authorized to discontinue preparation of standard voucher forms when certified 
invoices are received from vendors. In the General Services Administration, 
for example, this has resulted in the elimination of the need for preparing 200,000 
vouchers annually on Standard Form No. 1034. Also, processing recurring rental 
payments, without certified invoices, on basis of listings prepared by disbursing 
officers has eliminated handling of about 60,000 separate rental vouchers annually 
and reduced from seven to two the number of copies of leases necessary to process 
payments. 


?. Simplification of fund structure and account classification 

The greatly improved, simplified and more consistent basis for classifying 
receipt, appropriation and related fund accounts provided by General Regulation 
No. 84, second revision, issued by the Comptroller General November 20, 1950, 
has made possible a great deal of simplifigation in accounting procedures for 
various Classes of funds. For example, the establishment of two new classifications 
of fund accounts, namely, revolving fund accounts and deposit fund accounts, by 
this regulation together with the operation of Joint Regulation 3, has been the 
basis for reclassifying certain accounts, heretofore classified as special funds, trust 
funds or special deposit accounts, in order to provide a better and more simple 
means of obtaining information for bugeting and financial reporting purposes and 
to eliminate previous artificial distinctions and nonuniform accounting procedures 
under which such funds were made available for disbursement. 

The above items are illustrative. Additional examples of simplification are set 
forth in part IL of this report. 


OTHER DEVELOPMENTS IN FINANCIAL CONTROLS 


In accordance with section 1211 of the General Appropriation Act, 1951, the 
Director of the Bureau of the Budget, in the calendar year 1951, approved agency 
regulations governing the administrative control of funds for 61 agencies. Prior 
to their approval, the General Accounting Office and the Treasury Department 
participated in the review of these regulations to insure consistency with the 
accounting improvements and objectives of the joint accounting program. Ap- 
proval of the regulations was granted in each case only after ascertaining; insofar 
as possible, that the svstem of control required by the regulation was feasible in 
terms of an accounting system suitable for the ageney’s operations. 

As previously mentioned, the maintenance in the General Accounting Office of 
appropriation, receipt, and related accounts for the Government as a whole has 
been discontinued. Included were about 44,000 accounts with respect to con- 
gressional expenditure limitations within appropriations. The maintenance of 
these limitation accounts necessitated the preparation and submission by the 
various agencies of the Government of about 30,000 reports annually consisting 
of monthly analyses of disbursements and collections. Not only did the elimina- 
tion of these accounts and reports result in economy, but, also, more realistic con- 
trol is being exercised by the General Accounting Office by a review of the internal 
procedures established in agencies for controlling expenditures in relation to 
limitations and by on-the-site audit of expenditure transactions. 

The Treasury issued, effective July 1, 1951, a regulation requiring reports on 
foreign currencies which can be and are acquired by United States Government 
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agencies without payment from their dollar appropriations. The purpose is to 
bring together information on such currencies, needed certrally by those corcerred 
with the consideration of dollar appropriations, for agencies which are authorized 
to expend foreign currencies in addition to their dollar appropriations. There is 
also the need of such information in connection with the policy aspects of utilizing 
to the best interest of the United States foreign currencies on hand or which are 
potentially available for acquisition. 


AUDIT 


Comprehensive audit at the site of operations is being extended as rapidly as 
feasible by the Comptroller General. The comprehensive audit extends not 
only to the appropriate review of the legality and propriety of financial trans- 
actions but also to the reliability of accounting results, fairness of presentation 
and disclosure in financial reports, and constructive recommendations on internal 
control and other matters which are of concern to management. 


Comprehensive audit 


The comprehensive audit has been extended to some 31 Government agencies 
or major parts of agencies including some of the large field installations in the 
Department of Defense. It is expected that all significant operating programs 
in the civilian agencies will be under comprehensive or other site audit by June 30, 
1953. 

During the past year comprehensive audit was extended to the following: 

Department of Defense: 
Defense Printing Service 
Military Sea Transportation Service 
‘aval Ordnance Plant, York, Pa. 
Philadelphia Naval Shipyard 
Pieatinny Arsenal 
Guaranteed loan program (various agencies) 
Department of the Interior: 
Alaska Road Commission 
Alaska Railroad 
Government of the Virgin Islands 
Puerto Rico Reconstruction Administration 
Department of the Treasury: 
Office of the Treasurer of the United States 
Division of Bookkeeping and Warrants 
Canal Zone Government 
Defense Materials Procurement Agency 
Small Defense Plants Administration 
Consolidation of auditing activities 

In order to achieve balanced development and over-all guidance of the several 
aiditing nrograns of the General Accounting Office and for the coordination of 
its auditing activities, the Comptroller General established on May 14, 1951, a 
new position designated as Director of Audits. The Director was charged with 
the authority and responsibility for the over-all planning, programing, and cor- 
relation of the auditing work. Based on the results achieved, the Comptroller 
General decided that all of the auditing divisions of the General Accounting 
Office, except the Transportation Division which is engaged in a highly specialized 
field, should be consolidated into one division. On January 18, 1952, he signed 
an order abolishing the Audit Division, the Corporation Audits Division, the 
Postal Audit Division, and the Reconciliation and Clearance Division and trans- 
f*rring the functions of these divisions to a new division designated the Division 
of Andits and headed by a Director of Audits. This is a transfer and realinement 
of the functions performed by four major divisions of the General Accounting 
Office employing over 3,400 people into a single division. The consolidation will 
achieve real economies in that it will cut out duplication of administr)tion and 
enable a far better and more productive utilization of auditing personnel. It will 
make for a better auditing job all around. 


TREASURY DEPARTMENT 


Synchronization of accounting and budgeting classifications 


Each bureau has, with departmental guidance, been giving eareful considera- 
tion to the improvement of its appropriation structure and achieving more realistic 
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activity classifications for its budget presentation—a number of changes have been 
made over the past several years—activity schedules developed for performance 
budgeting in Bureau of Customs parallels the Bureau’s basic organization pattern 
thereby simplifying development of costs by reducing to minimum the necessity 
of proration and distribution—work-measurement indices being developed for use 
in budget development and presentation will provide basis for extension and im- 
provement of activity schedules—pursuant to Public Law 656, approved August 
4, 1950, Bureau of Engraving and Printing fund established effective July 1, 1951, 
with capitalization on the basis of an initial appropriation by Congress and all 
assets in custody of the Bureau exclusive of buildings occupied, lands and balances 
of unexpended appropriations—financing on basis of annual appropriations no 
longer required except for possible working capital additions, thus simplifving ap- 
propriation pattern—single activity classification required now in lieu of separate 
activity classifications formerly included in annual budget presentation to reflect 
charges relating to direct appropriation work and work performed on a reinburs- 
able basis—integrated system of accounting installed in the Bureau provides for 
supplying, on the basis of accounting results, data for the annual budget—Bureau 
of the Mint, operating solely on its own initiative within the framework of the 
broad principles, standards, and objectives of the joint program, has developed 
and installed a general accounting system which provides for submission of ‘‘ac- 
crued cost’? budget for which data is derived directly from accounting records 
based upon classifications that can be appropriately synchronized with budget ac- 
tivities—accrued costs reconciled in total with obligations on ‘‘green sheet’ pres- 
entation—detail of reconciliation, which can be proved against official accounting 
records of Bureau of Mint, presented in budget justification on basis of formula 
the new accounting system of the United States Coast Guard, approved formally 
by the Comptroller General of the United States on December 29, 1951, and, from 
which, this year, the first comprehensive financial report was prepared as of Sep- 
tember 30, 1951, provides for integration of the accrual basis of accounting with 
budgetary processes in terms of control over obligations, budgetary and account- 
ing classifications, and the development of classified costs reconciled with the 
obligation basis. 


Application and utilization of accrual basis of accounting 

During 1951 installation of an administrative accounting system on the accrual 
basis for the Division of Disbursement, Bureau of Accounts, was accomplished— 
likewise, accrual methods applied to salaries and expense appropriation of Bureau 
of Accounts—accrual principles of accounting incorporated in the integrated sys- 
tem of accounting installed in the Bureau of Engraving and Printing, including 
recognition in costs of material when used, recording of pavables when liabilities 
are incurred and of receivables when deliveries are made, costs of charges for leave 
at time earned rather than when taken, and recognition of depreciation as an ele- 
ment of cost—accrual accounting as utilized in the Bureau of the Mint provides a 
realistic determination of the manufacturing type operations conducted by the 
Mint since costs are determined upon the basis of actual application of resources 
rather than upon basis of orders or contracts—appropriate distinction made 
between capital and operating outlavs—inventories taken up when assets acquired 
and applied as costs when used—full consideration given to changes in value of 
work-in-process inventories—annual leave charged as cost when earned and carried 
as liability until paid—United States Coast Guard utilizes accrual basis of ac- 
counting as a means of developing to an appropriate degree the actual costs of all 
functions and activities in terms of goods and services actually received and ap- 
plied to such purposes. 


improvements in property accounting 


Accounting system being developed in Bureau of Customs provides for present 
property (quantitative) control records to be placed under financial control— 
under the accrual accounting system of the Bureau of Engraving and Printing 
financial and quantitative perpetual inventory records maintained over all stores 
by Materials Management Division and controls reflected in the general accounts 
maintained in Office of Budget and Accounts—in fiscal year 1951 inventory taken 
of all plant machinery and equipment, motor vehicles, office machines, furniture 
and fixtures with costs, for the most part, obtained from available records—al! 
fixed assets revalued and capitalized based on their present values—card record 
established for equipment showing identification, description of fixed asset, pres- 
ent value and period over which it is to be depreciated—value of property re- 
corded in general ledger to be ineluded in periodic financial statemen‘s prepared 
by Office of Budget and Aecounts—Bureau of Mint has control of all inventories, 
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including fixed assets, which are capitalized—subsidiary ledgers maintained for 
fixed assets (except land and buildings) by items which provide for identification 
and valuation—rigid control of stores inventories maintained—stores items as 
well as equipment recorded as assets (and payables) when received and issued 
only on properly executed requisitions—controlling accounts for assets carried on 
current basis in general ledger—stores, when issued, are charged to in-process 
cost accounts identifiable on requisitions by job order numbers—stores inventories 
of United States Coast Guard under substantial accounting control] and taken into 
costs as used—all property, including land, structures, and equipment of Coast 
Guard yard fund under accounting control with fixed asset values and deprecia- 
tion rates determined and recorded in accounts. 


Development and integration of cost accounting with appropriation accounting 


Under the comprehensive plan of accounting and internal control developed 
for consideration of the Bureau of Customs costs could be developed under 
general ledger control by appropriation without recourse to allotment pro- 
cedures—expenses reflected in the objective accounts of the general ledger of 
Bureau of Engraving and Printing represent operating costs and are distributed 
through productive cost centers to the products processed, resulting ultimately 
in unit cost rates—work in process and finished goods inventories valued at unit 
cost rates and reflected in general accounts and on financial statements prepared 
therefrom—the comprehensive cost accounting system of the Bureau of the 
Mint is now completely tied in to the general accounting system—cost system 
provides management with valuable data as to performance of labor and plant, 
including information which permits detailed analysis of unit costs by plants 
as whole and by subdivisions within each plant—system also permits cost com- 
parisons of various functions as between plants and as between different account- 
ing periods in same plant—as a by-product, complete information for performance 
tvpe budget presented on an acerued-cost basis is provided by the cost system—— 
the providing of reliable data for making of advance estimates on proposed 
reimbursable jobs and effective costing of these jobs as they progress through 
the plant are inherent features of the cost system. 


Improved control of receivables and collections including billing procedures 


Receivables of the Bureau of Customs are to be established on the books from 
registers maintained independent of and as a means of providing accountability 
over collecting officers—under revised billing procedure of Bureau of Engraving 
and Printing daily deliveries are covered by separate invoices showing amounts 
charged and monthly statements furnished to each customer of the Bureau 
summarizing total charges for the month—this method provides improved control 
over amounts due Bureau, eliminates peak workloads at close of each month, 
and results in more prompt reimbursements for work delivered. 


Improved and simplified procedures for controlling obligations 


Under the Bureau of Engraving and Printing fund the Bureau of the Budget 
has waived requirement that quarterly apportionments be established over 
expenditures—maintenance of allotment ledgers to control obligations incurred 
discontinued—controls are established to preclude incurrence of excessive com- 
mitments—obligations and expenditures contemplated by the financial planning of 
management, based on work program, are translated into quarterly allotments bv 
Budeet Officer subject to review of Chief, Office of Budget and Accounts and, 
approval of Director—maintenance of comprehensive cost accounts on accrual 
basis in Bureau of the Mint has permitted the elimination of detailed allotment 
accounting—allotment ledger simplified to maximum extent possible to provide 
control over obligation of appropriated funds according to maior object classes 
onlv—necessitv for extensive and detailed suballotment classifications bevond 
those required for breakdown of obligations for budget purposes eliminated. 


Improvements in agency reporting to serve management needs more fully 


The accounting procedure developed during fiscal vear 1951 for Bureau of 
Engraving and Printing provides for cost and financial statements to be prepared 
monthly, cost statements to be furnished superintendents of divisions for compari- 
son of current actual costs with both budget estimates and previous costs, man- 
agement to be provided currently with financial statements showing financial 
condition of Bureau of Engraving and Printing fund, net results of operation of 
the fund, and with cost data showing whether actual costs are more or less than 
estimated billing prices furnished the various agencies on the most recent billing 
prices, commercial-type financial statements, reflecting results of operations and 
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financial status, including balance sheets, statement of income and expenses and 
sources and application of funds are products of the Bureau of the Mint account- 
ing system. Through decentralization of accounting work to sites of field oper- 
ations branch office techniques of comprehensive accounting at bases of operation 
are afforded with sufficient accounting data for over-all management and reporting 
purposes being provided to the Director’s office in Washington through analysis 
and consolidation of routine statements drawn without additional work from 
accounts maintained at field office level. The United States Coast Guard has 
produced its first comprehensive financial report from its new system. The 
report is a graphic example of what can be done to make accounting a means of 
providing information needed for management as well as providing full disclosure 
of operations conducted with public funds. Included in the report are financial 
statements showing cost of performance of some 1,200 Coast Guard units. 
Statement of financial condition covering assets, liabilities, and capital except 
those applying to Coast Guard supply fund and Coast Guard yard fund, ad- 
ditional statements showing operating costs by classes and subheads, other 
financial statements covering Coast Guard supply fund, which furnishes working 
capital to finance inventories of supplies and their issuance on a reimbursable 
basis to Coast Guard activities, include statements showing turnover of inven- 
tories during 3 month period ended September 30, 1951. Also presented are 
statements covering the status of appropriation accounts, rate of expenditures 
in relation to total appropriation, unliquidated obligations and free balances of 
appropriations, status of allotments by subhead including ratio of expenditures 
and unliquidated obligations to current-vear allotments. The report also contains 
financial statements pertaining to Coast Guard yard fund established to provide 
working capital for industrial activities of the vard. These statements show the 
financial condition of the fund at September 30, 1951, the results of operation for 
3-month period ended September 30, 1951, and include a statement of source 
and application of funds to show how funds were derived and applied to industrial 
operations during the 3 months. 


Significant improvements in organization and staffing 


Reorganization of the fiscal operations of the Bureau of Engraving and Printing 
has resulted in function of preexamination of vouchers being transferred from 
Materials Management Division to General Accounts Unit, Office of Budget and 
Accounts, in order to provide more effective internal control, maintenance of 
perpetual inventory records of supplies and materials transferred from Office of 
Budget and Accounts to Materials Management Division in order to eliminate 
duplication of record keeping and to facilitate operations within the Materials 
Management Division, Accounting Division abolished and new Office of Budget 
and Accounts established with three new sections, namely, Budget Section, 
Accounts Section, and Internal Audit Section: establishment of internal audit 
represents a new function in the Bureau with responsibility of auditing all financial 
transactions, procedures, and practices and for making special audits of operations 
as may be requested by management; accounting and budgeting in the Bureau of 
Mint combined under general direction of Chief Accountant with responsibility 
for exercising technical control over all budget and accounting procedures of the 
Mint. The United States Coast Guard, through establishment of Office of 
Comptroller and related internal reorganizations, has provided for continued 
development, supervision, utilization, and coordination of accounting with all 
phases of financial administration; provision made for development of internal 
audit not only as an important adjunct of management control but also as an 
effective basis for comprehensive audit by the General Accounting Office. 


Simplification of accounting procedures, reduction of paper work and elimination of 
repetitive accounting operations 

Extension of site audit during the calendar vear 1951 to Office of the Treasurer 
has eliminated preparation and submission of monthly accounts current by the 
Treasurer together with transmission of various supporting vouchers, schedules, 
and other documents, separate account current ledger previous!y maintained for 
purpose of preparing account current also eliminated, installation of voucher 
schedule procedure has made substantial savings in preparation of individual 
vouchers. Examples of simplifications under revolving fund method of financing 
in the Bureau of Engraving and Printing inelude: discontinued maintenance in 
Cost Accounts Unit of records of daily production and hours worked through 
utilization of monthly data furnished by production units, simplified cost pro- 
cedures through extensive use of weighted distribution ratios, establishment of 
cost records by products on current basis to determine necessary changes in billing 
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prices, provision for development of shop costs by work projects on current basis 
to obviate necessity for detailed analyses, elimination of budgetary accounts and 
allotment ledgers, conversion from inspection to receipt basis for maintenance of 
perpetual inventory records of raw material stores, adoption of voucher schedule 
form in disbursement operations and merger of all Treasury cash accounts into 
single account, establishment of agent cashier imprest fund to simplify purchasing, 
rearrangement of payrolls by cost centers eliminated payroll analyses made for 
cost purposes. 
Other accounting improvements 

Extension of comprehensive on-the-site audit by the General Accounting Office 
to the Bureau of Engraving and Printing has permitted simplifications by elimina- 
tion of preparation and processing of extra copies of vouchers, contracts, payrolls 
and other documents, the discontinuance of preparation of vouchers (S. F. 1034) 
by use of certified vendors’ invoices, and use of voucher and schedule of payments 
for scheduling vouchers for payment by Treasury disbursing officer, through de- 
centralization of accounting of Bureau of the Mint to sites of field operations, 
costs, appropriated funds and all assets and liabilities are controlled within frame- 
work of a complete general ledger at each field office, general accounting procedures 
have been formalized through development and issue of an accounting manual to 
all administrative and fiscal departmental and field personnel, accounting pro- 
cedures are kept current through issuance, as necessary, of numerical Mint 
Accounting Procedures Letters—comprehensive review of bullion and monetary 
accounting under way for purpose of eliminating any duplicate or cumbersome 
procedures or practices, considerable progress made including development of 
preliminary Bullion Accounting Manual. 


REIMBURSABLE FUNDS 


Senator Kincorr. Mr. Maxwell, before you leave, I have a question. 

You include in your appropriation, do you not, even the amounts 
for which you are later reimbursed? 

Mr. Maxwett. Do you mean in connection with this old-age and 
survivors insurance trust fund? 

Senator Kitcore. Yes. 

Mr. Maxwe.yi. We have in the amount the gross amount which is 
required for that purpose. 

Senator Krtcore. However, the reimbursable amounts are turned 
back into the Treasury; is not that right? 

Mr. Maxwe.u. Yes, sir, into the general fund. 

Senator Kincorer. So that your agency is charged with the total 
cost of the operation, whereas a certain amount of that, which is 
reimbursable, although the appropriation is charged to you and you 
are reimbursed, does not go to the credit of your agency but goes into 
the general fund of the Treasury; is that right? 

Mr. Maxwetu. That is right. The law requires it to go to surplus. 

Senator Kircorre. Thank you, gentlemen, for coming in. 


See Bums 
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Division or DisBURSEMENT 
SALARIES AND EXPENSES 


STATEMENT OF R. W. MAXWELL, COMMISSIONER OF ACCOUNTS, 
AND PAUL D. BANNING, CHIEF DISBURSING OFFICER; ACCOM- 
PANIED BY J. F. CANNON, ASSISTANT CHIEF DISBURSING OF- 
FICER; C. 0. BRYANT, ASSISTANT CHIEF DISBURSING OFFICER ; 
R. E. SMITH, BUDGET OFFICER; AND J. R. LEE, ADMINISTRATIVE 
ASSISTANT TO THE CHIEF DISBURSING OFFICER 


1953 BUDGET ESTIMATE 


Senator Ecron. Our next appropriation is for the Division of 
Disbursement. 

The estimate for 1953 is $12,736,000, as compared to $11,500,000 
appropriated thus far for 1952 operations, or an increase for 1953 of 
$1,236,000. 

Mr. Banning, before you begin to tell us about your budget request, 
there will be inserted into the record at this point the summary 
appropriation statements and supporting justification data for this 
item. 

(The material referred to is as follows: ) 


SALARIES AND EXPENSES, DIVISION OF DISBURSEMENT, 1953 


Standard classification schedule 


' 


} Increas¢ tT) 
Appropria- | Appropria- Pe. 
tion esti- tion esti- 195 anti i 
mate, 1952 mate, 1953 saps Phat ta 
? ’ over 1952 
estimate 
Total number permanent positions 2, 888 2, 992 +104 
Average number of all employees 2,929 3.012 +&3 
OBJECT OF EXPENDITURE 
Personal services 

Net permanent $8, 460, 209 $9, 548, 845 +-$1, OSS, 636 
Temporary employees 544, 700 580, 750 +-36, 050 
Regular pay in excess of 52-week bast 32, 134 36, 306 +4, 172 
Payment above basic rates ; 19, 536 53, S07 14 271 
Total personal services 9, O86, 579 10, 219, 708 +1, 133, 129 
Travel 17, 200 17, 200 0 
Transportation 113, 400 119, 700 +6, 300 
Communication services 61, 700 64, 400 2, 700 
Rents and utility services: Equipment 304, 200 317, 700 +13, 500 
Printing and reproduction 144, 800 151, 300 +6, 500 
Purchase of blank checks 429.112 449, 497 4-9(), 385 
Subtotal 573, 912 600, 797 +96. 885 
Other contractual services 94. 100 98, 200 +4. 100 
Supplies and materials 1,119, 809 1, 164, 795 +44, 986 
Equipment 101, 900 104. 900 +3 000 
Taxes and assessments 27, 200 28. 600 +1, 400 
Total appropriation or estimate 11, 500, 000 12, 736, 000 +1, 236, 000 

1 Does not include anticipated supplemental for 1952 in the amount of $814,000 to cover cost of authorized 


pay increases, 
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Analysts of appropriation base for fiscal year 1953 


tegular appropriation, 1952 act 
Supplemental appropriation for 1952 


Total appropriation, 1952 
Reductions: 
1. Processing payments and collections 
Issuance of savings bonds 


Additions: 
!. Processing payments and collections 
2. Issuance of savings bonds 


Adjustment in base (net 


Appropriation base for 1953 
Increase over appropriation base for 1953 


Appropriation estimate for 1953 
Increase from total appropriation, 1952 


! Does not include anticipated supplemental for 1952 in the 
ized pay increases 


1 $11, 500, 000 


11, 500, 000 


296 
i 6, 337 
291, 633 


945, 
27, 


658 

342 

973, 000 

+ 681, 367 

; Dare 12, 181, 367 
i eee 554, 633 
12, 736, 000 

+ 1, 236, 000 


amount of $814,000 to cover cost of author- 


Comparison of appropriation base with appropriation estimate for 1953 


Appropriation 
base for 1953 





LV 
Activity a ver 
ure 
ear Amount 
posi- 
tions 
l ng payments and collections 2. 778 $11, 864, 009 
2 e of savings bonds s4 317, 358 
Increase over appropriation base 2,862 | 12, 181, 367 
Adjustment in base (net 6 681, 367 
lotal, appropriation 1952, and ap 
propriation estimate 1953 2,929 11, 500, 000 
EXPLANATION OF ESTIMATES 


Appropriation s ‘ 
estimate for 1953 Increase er decrease 


Aver- 4 ver- 
age age 
Amount : 4 Ameunt 

posi- posl- 

tions tions 
2,928 |$12, 418, 642 +150 +-$554, 633 

s4 317, 358 
3,012 2, 736, 000 +150 +554, 633 
67 +681, 367 
' 
8 O12 12, 736, 000 +83 +1, 236, 000 
RY ACTIVITIES 


The Division of Disbursement has two principal activities’ (1) processing pay- 


ments and collections, and (2) issuing savings 
Savings plan. 
and analvzed under five 
dividend payments, social security payments, 


payments for all other administrative agencies. 


Is 


collections 


Comparative 


1942 appropriation 


Activity 


Items 
1. Processing payments and collections 
a) Veterans’ Administration, regular 68, 762, 800 
(6) Refunds on NSLI &, 000, 000 
¢) Social Security Administration 54, 289, 000 
1) Income-tax refunds 30, 250, 000 
é) Other administrative agencie 24, 322. 800 
Subtotal 185, 624, 600 
2. Issuance of savings bonds 2. 500, 000 
Grand total ISS, 124, 600 


bonds under the Federal payroll 


For classification by major categories, the processing of payments 
headings, 


veterans payments, NSLI 


income tax refund payments, and 


work load 


1943 estimate 








Cost Items Cost 
$4, 872, 366 66, 984, 300 $4, 701, 320 
426, 959 5, 925, 000 
3,047,075 61, 540, 000 | 
1, 555, 281 30, 500, 000 | 
2, 091, 276 29, 133, 400 
11, 992, 957 194, 082, 700 12, 418, 642 
321, 043 2, 500, 000 317, 358 
12, 314, 000 196, 582, 700 12, 736, 000 
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Activity No. 1—Cost by object of expenditure 


Appropria- Estimats Decrease 
tion base, ' 1953. ’ or in 
1953 — crease (+ 
Personal services $9, 478.140 | $9, 929, 902 +£451, 762 
Other obligations 2, 385, 869 | 2, 488, 740 +102, 871 
Total cost 11, 864, 009 12, 418, 642 +554, 633 


Reasons for increase in activity No. 1 


Increase, 1953 over 1952 


Items Cost 


Additional workload: 
Processing payments and collections: 
(a) Veterans’ Administration, regular 








$115, 443 

(b) Refunds on national service life insurance. —' 103, 000 
(c) Social Security Administration , | 381, 157 
(d) Income-tax refunds -- 250, 000 12, 162 
(e) Other administrative agencies 4, 810, 600 379, 757 
Total... ‘ - 8, 458, 100 | 554, 633 


Activity No. 2—Cost by object of expenditure 


Appropria- 




















tion base, Estimate, Increases 
20 1953 
1953 

Personal services $239, 806 | $239, 806 | 0 
Other obligations - - 27, 552 27, 552 | 0 

Total cost 317, 358 317, 358 | 0 

Work volume by years 
Increase (+) 
ais 3 Direct appro-| Reimburs- Total num- | or decrease 
Fiscal year priation items; able items | ber of items over prior 
year 

1942 actual 40, 563, 561 20, 871, 321 61, 434, 882 
1943 actual 53, 857, 832 14, 693, 711 68, 551, 543 
1944 actual 60, 039, 535 | 16, 211, 359 76, 250, 894 | 
1945 actual | 84, 298, 027 10, 759, 277 95, 057, 304 | 
1946 actual 136, 753,463 | 9, 976,781 | 146, 730, 244 
1947 actual |} 160, 526,789 | 11, 961, 633 172, 488, 422 | 
1948 actual | 163, 975, 969 | 7,579,682 | 171, 555, 651 
1949 actual 174, 799, 681 | 9, 125, 183, 925, 581 
1950 actual } 186,370,621 | = 11, 727,: 198, 097, 940 35S 
1951 actual | 178, 329, 980 9, 697, 421 188, 027, 401 — 10, 070, 539 
1952 estimated. 188, 124, 600 9, 827, 600 197, 952, 200 +9, 924, 799 
} 


953 estimated ___.._- | 196, 582, 700 10, 186, 200 | 206, 768, 900 8, 816, 700 
| | i 
| 








188 


TREASURY 


Agency 


1. Processing payments and col- 
lections 


Veterans’ Administration | 


Refunds on national serv- 
ice life insur e 

Social Security Admin- 
istration 

Income-tax refunds. _- 

Other administrative 
agencies 


Subtotal 
2. Issuance of savings bonds 


Total 


VOLUME 


Agency 


Number of 


188, 124, 600 


1952 volume and cost by activity 


| Pay increase 

iat | cost, Public 

items Base cost | Law 201, 
82d Cong, 





| 


68, 762,800 | $4, 547,035 | 


$353, 490 
30, 332 


215, 829 
1, 508 | 117, 572 | 


8, 000, 000 399, 044 | 


54, 289, 000 2, 848, 438 
30, 250, 000 1,47 


24, 322, 800 1, 937, 509 167, 073 


11, 203, 534 884, 296 
296, 466 26, 704 


185, 624, 600 
2, 500, 000 


11, 500, 000 911, 000 


AND UNIT COST BY ACTIVITY 


Pay in- 


crease cost, 
Public Law, 


Number Base unit 


of items cost 201 82d 


cost 


1. Processing payments and collections 


Veterans’ Administration 68, 762, 800 $0. 0661 $0. 0052 
Refunds on NSLI 8, 000, 000 . 0499 0038 
Social Security Administ ration 54, 229, 000 0524 0040 
Income tax refunds 0, 250, 000 0486 0039 

Other administrative agencies 24, 322, 800 . O797 0069 | 
Subtotal 185, 624, 600 0603 0048 
2. Issuance of savings bonds - 2, 500, 000 . 1186 0107 
Total 188, 124, 600 . 0611 . 0049 


1953 volume and cost by activity 


Agency 


1. Processing payments and collections 


Veterans’ Administration 


Refunds on NSLI 5, 925, 000 294, 812 23, 019 
Social Security Administration 61, 540,000 | 3,177, 160 246), 232 
Income tax refunds ; 30, 500,000 | 1,479, 212 | 119, 554 
Other administrative agencies 29, 133,400 | 2, 309, 668 204, 055 | 
Subtotal 194, 082, 700 | 11, 678, 618 945, 658 | 
2. Issuance of savings bonds 2, 500, 000 295, 382 27, 342 
Total 196, 582,700 | 11, 974,000 





Pay in- 
crease cost 
Public 
Law 201, 
82d Cong. 


Number of 


itomia Base cost 


66, 984,300 | $4,417,766 | $352, 798 





Savings due 
to graduated | 
leave, Public | 


82d Cong. | 


Cong., unit 


973, 000 | 
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Total cost 
Law 233, 


} 


$23,159 | $4,872, 366 
2, 417 | 








426, 959 
17, 192 3, 047, 075 
33, 799 1, 555, 281 
13,306 | __2, 091, 276 
94,873 | 11,992, 957 
2, 127 321, 043 
97, 000 12, 314, 000 


7 

it sie 

| Savings 

| due to 

graduated | 
| 


leave Pub-| Potal unit 


lie Law 233, | cost 
82d Cong., | 
| unit cost 
$0. 0004 | $0. 0709 
0003 | . 0534 
0003 0561 
OOLL | .0514 
0006 | . 0860 
0005 | 0646 
0009 | . 1284 
. 0005 | . 0655 


Savings 
due to 
graduated | 
leave, | 
Public 
Law 233, | 
| 82d Cong. | 
| and other | 





r 


Total cost 


reductions | 
— Pp ee — 

| 
$69, 244 | $4,701,320 
4,519 | 313, 312 
48,328 | 3,375,064 
43, 562 | 1, 555, 204 
39,981 | 2, 473,742 
205, 634 | 12, 418, 642 
5, 366 | 317, 358 
211, 000 | 12, 736, 000 
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1953 volume and cost by activity—Continued 
VOLUME AND UNIT COST BY ACTIVITY 


| | | Savings due 
| | Pay in. | %0 gradua- | 
| | crease cost, G leave, | 


| Number of | Base unit |Public Law Pee eae | Total unit 


Agency 


| items | cost | 201, 82d cost 
| Cong., unit| Cong. and | 
| cost other re- 
| | ; | ductions, 
unit cost 
1. Processing payments and collections | 
Veterans’ Administration --| 66, 984, 300 $0.0°59 $0. 0053 | $0. 0010 | $0. 0702 
Refunds on NSLI | 5,925, 000 | 0497 . 0039 . 0007 . 0529 
Social Security Administration | 61, 540, 000 0516 | . 0040 0008 | 0548 
Income tax refunds 30, 500, 000 . 0485 . 0089 | - 0014 | 0510 
Other administrative agencies | 29, 133, 400 | . 0793 .0070 | . 0014 0849 
Subtotal : 1194, O82, 700 0°02 0049 0011 0340 
2. Issuance of savings bonds. ---- ------| 2,500,000 | . 1181 0109 | . 0021 | 1209 
Total : 196, 582, 700 0609 0050 OO11 . 0348 


PREPARED STATEMENT 


Senator Ecron. Now, Mr. Banning, I think it would suffice if you 
would include your prepared statement in the record, and you may 
high light it for the committee, if you do not mind. 

Mr. ‘BANNING. I shall be glad to do that, Mr. Chairman. 

(The statement referred to is as follows:) 


INTRODUCTORY. STATEMENT OF Pau. D. BANNING, CHIEF DisBURSING OFFICER 
FOR PRESENTATION TO THE TRE ASURY SuBCOMMITTEE ON APPROPRIATIONS 


I, FUNCTIONS AND ORGANIZATION 


The Division of Disbursement disburses appropriated, trust, and special funds 
for civilian agencies of the Government. It also exercises certain related func- 
tions, the more important of which include receiving and depositing ecllections, 
acting on claims of payees for lost checks, and issuing savings bonds under the 
Federal payroll allotment plan. The services are performed in a Washington 
office and 26 regional offices located in the financial centers of the Unite -d States, 
the Territeries and the Philippine Islands. All disbursing and ecllecting pro- 
cedures followed and the types of equipment used are virtually unif rm in every 
office. Employees who handle currency and securities are bonded for faithful 
performance of duty. <A standard cost accounting system is kept to determine 
the unit cost for each operation performed in writing checks, making collections, 
or issuing bonds. Expenditures are recorded for direct labor, supervision, supplies 
consumed, and overhead for each type of work (i. e., addressograph periodic 
payments, addressograph salary payments, typed miscellaneous and schedule 
payments, transfer-facsimile check payments, cash payments, receipt and deposit 
of collections, and thei ssuance of United States savines bonds). 

In presenting the appropriation estimates each year our practice has been to 
touch briefly on expenditures for the latest completed year, the projected expendi- 
tures fer the current year, and the requested appropriation for the ensuing year. 
Estimates of the Division are based solely on two factors, the number of items 
i. e., checks, certificates of deposit and savings bonds) to be processed mulitplied 
by the unit cost. 

II. APPROPRIATION FOR FISCAL YEAR 1951 


For the fiscal year 1951 the Division had an appropriation of $11,050,000. In 
addition we received $580,950 as reimbursement for work performed for transfer 
acencies. The reimbursement came from two organizations making payments 
from special funds—the Railroad Retirement Board for which checks are drawn 
on the railroad retirement trust fund, and the Production and Marketing Admin- 
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istration, conservation and use of agricultural land resources, for payments under 
the Soil Conservation and Domestie Allotment Act of February 29, 1936, as 
amended (16 U. 8. C. 590g—590q). Our total available funds for that year were 
therefore $11,630,950. All told 188,027,401 items were handled at a cost of 
$11,600,042, thus making the average unit cost less than 64% cents. It was a good 
year for the Division. We processed approximately 1,300,000 items more than 
originally calculated, yet we were able to turn back $30,908 of our appropriation 
to the Treasury surplus fund. 


III. APPROPRIATION FOR THE FISCAL YEAR 1952 


For the current year 1952, the Division has an annual appropriation of 
$11,500,000. In addition we will need a supplemental appropriation of $814,000 
to defray the increased cost of salaries under the Pay Act of 1951 (Public Law 201, 
82d Cong.). The two items make a total of $12,314,000. Aside from appro- 
priated funds the Division will receive $597,349 as reimbursement from the two 
transfer agencies serviced, making the total funds $12,911,349. This vear the 
Division will process 197,952,200 items at an average cost of about 6% cents per 
item. Iam inclined to believe that our volume may be somewhat larger than the 
figure quoted. The present trend indicates that the number of payments to be 
made for some agencies may exceed their original estimates. An analogous 
situation existed prior to World War II. If the period 1941 and 1942 can be 
used as a criterion, some of the activities relating to national defense and re- 
armament may step up their demands, thus increasing the number of payments 
to be made. Included in this group are: Selective Service System, Economic 
Stabilization Agency, National Production Authority, Subversive Activities Con- 
trol Board, Federal Civil Defense Administration, Technical Cooperation, and 
others. We had a tight squeeze to keep within our apportionment through 
December 31, 1951. 


IV. APPROPRIATION REQUEST FOR THE FISCAL YEAR 1953 


Initial estimates submitted by the administrative agencies for 1953 indicate 
that the Division will be called upon to process 206,768,900 items, or 8,458,100 
more items applicable to appropriated funds than in 1952. It will be the first 
time that the work has exceeded 200,000,000 items. To handle this vloume 
we are requesting an appropriation of $12,736,000, together with authority to 
receive $610,248 as reimbursement from the transfer agencies serviced, making 
the total $13,346,248. The projected average unit cost per item for 1953 is 
$0.0645, or less than 6% cents. 

The difference in the amount of the appopriation between 1952 and 1953 is 
made up of the increased work volume and the higher cost of salaries due to 
Public Law 201, Eighty-second Congress. The higher prices are offset in part by 
savings resulting from management improvements and reductions in emplovees 
leave under Public Law 233, Eighty-second Congress. For a quick comparison, 
our original appropriation for 1952, exclusive of the salary increases under Public 
Law 201, was $11,500,000; our appropriation request for 1953 if $12,736,000 
(which includes the added cost resulting from the pay act). The 1953 estimate is 
an increase of $1,236,000 over the amount originally appropriated for 1952. 
In fact the additional requirements would have been $1,527,633 were it not for 
savings of $291,633 resulting from the streamlining of accounting, the extension of 
improved labor-saving devices, and the statutory reduction in the allowance for 
annual leave for certain employees. 

Mr. Chairman, I have here a statement analyzing the increases and decreases 
between 1952 and 1953. I believe it will give you a good comparison between 
the 2 years: 
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Increase 1953 over 1952 
Reasons for increase ONE 


Items | Cost 
Additional workload: 
Social Security Administration __- Eee : 2 eed 7, 251, 000 $381, 157 
Income tax refunds. -- Fite de 250, 000 | 12, 162 
Other administrative agencies --_.............--- sak Pi etiltealiteneaas a 4, 810, 600 379, 757 
Veterans’ Administration, ite teed a eth eiiieicin den heii al od i —1, 778, 500 | —115, 443 
Refunds on NSLI_____- aaa 7 ieaeome — 2,075, 000 | — 103, 000 
Subtotal (net increase in work volume) antes 8, 458, 100 554, 633 
Cost of pay increase: Public Law 201, 82d Cong---. PREP j : 973, 000 
Total increase 8, 458, 100 1, 527, 633 
Reductions: 
Management economies 
Streamlining of accounting and auditing ‘ —38, 130 
Extension of use of improved addressing machines for periodic pay- 
ments . - | — 42, 503 
Improved personnel administration in Mielerted —4, 000 
Savings resulting from reduced annual leave (Pub lie Law 233, 82d C ong.) | — 207, 000 
Net increase to appropriation____._- sd aah wk 8, 458, 100 | 1, 236, 000 


Vv. VOLUME OF WORK 


In compiling its appropriation estimates, the Division obtains written state- 
ments from all agencies projecting the volume of work which they anticipate will 
have to be processed. When received, estimates are carefully reviewed by our 
budget management in the light of the actual volume for the current and prior 
years, present trends, legislation affecting the payment activity and other factors. 
If a question arises the particular agency is contacted, the problem discussed and, 
if necessary, the estimate revised. This policy assures accurate forecasts of work 
to be performed. The projected work volume as submitted in our appropriation 
estimates over-the past 5 years has varied less than 1.5 percent from the volume 
ultimately handled. Incidentally it is also our practice to circularize the larger 
agencies a second time each year, just before the appropriation hearings. We 
want the latest information. 

Possibly your committee might be interested in a brief table showing what has 
taken place during the past 10 years. I have here a comparison from 1944 through 
1953 of the number of transactions classified as to payments, collections, and 
savings bonds. The table shows the related expenditures and the average unit 
cost for each year. Subject to your approval, I would like to have the exhibit 
inserted in the record, 


Table showing payments, collections, savings bonds, cost and unit cost 


| 
° 1 
Number of | Number of Number of 











Mares) wns aaa Tots ee ee ee ee Average 
Fiseal year payments | collections — Total items | Total cost unit cost 
yonds | 

epee es iis ia wean entitle iacteiaampneiens A tescarsiintinilel stingy 
1944, actual 61,009,197 | 10, 898, 153 4, 343, 544 76, 250,894 | $5,160, 503 | $0. 0677 
1945, actual 81,845, 548 | 8, 657, 132 4, 554, 624 95, 057, 304 s 018, 750 | 0633 
1946, actual | 184, 541, 597 8, 051, 334 4, 137, 313 146, 730, 244 8, 520, 933 . 0581 
1947, actual 160, 637,192 | 8, 880, 329 2, 970, 901 72, 488,422 | 11,002,370 . 0638 
1948, actual _. 162, 485, 273 6, 813, 240 | 2, 257, 138 171, 555, 651 10, 034, 622 . 0585 
1949, actual 175, 735, 576 5, 787, 078 2, 402,927 | 183,925, 581 | 11, 215, 534 0610 
1950, actual 189, 736,578 | 5,875,718 | 2,485, 644 198, 097, 940 11, 955, 053 0603 
1951, actual : 179, 872, 470 5, 728, 583 2, 426, 348 188, 027, 401 11, 600, 042 . 0617 
1952, estimated : 189, 577, 700 5, 87 4, 500 2, 500, 000 197, 952, 200 112,911, 349 . 0652 
1953, estimated - - - - 198, 531, 490 5, 737, 500 2, 500,000 | 206,768,900 | 3 13, 346, 248 . 0645 


' Includes cost of blank checks heretofore borne by Bureau of Engraving and Printing and cost of salary 
increases authorized by Public Law 201, 82d Cong. 


Vi. UNIT COST 


The last column in the foregoing table showing the average unit cost each year 
from 1944 through 1953, I think, presents a significant picture. You will note 
that the unit cost was about 6% cents in 1944. Yet notwithstanding the repeated 
increases in wages and labor, and the ever-mounting prices on materials and 
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services which have taken place in the last 10 years, the average unit cost for next 
year is less than 6% cents. The Division accomplished this result through the 
use of production controls, improved mechanical equipment, streamlined proce- 
dures, and just close budgeting. Our complete financial plan for all offices, for 
all categories of expenditure and for each month is promulgated prior to the 
beginning of the fiscal year. Then we watch those unit costs. 

In respect to unit costs we have some circumstances in our favor. Our 27 
regional offices issue more checks than all the other 2,500 disbursing officers for 
the Federal Government. The production of this volume by a single agency 
reduces indirect costs (such as overhead, supervision, and administrative expense) ; 
permits a high degree of specialization of tasks, and warrants the maximum use of 
labor-saving devices for mass production. The combination of the three brings 
lower labor costs. Our manner of processing has reflected savings year after year 
from 1944 through 1953. 


VII, INCREASE IN PRICES 


One problem we have had to cope with is higher prices—a situation with us con- 
tinuously. Labor, material and utilities have all gone up. Of course the prices 
affect our cost. We have an increase in our unit costs over 1951. If a business 
concern finds that the manufacturing cost of an article has increased, the manage- 
ment may curtail production and even in the Government some administrative 
agencies can follow much the same course and curtail their activities. The 
Division of Disbursement has not this choice. As a service organization we must 
pay all vouchers and pay rolls submitted (provided the administrative agency has 
sufficient funds in its appropriation). We cannot reduce the number of checks to 
be written on social security benefits, veterans’ pensions, income tax refunds, 
salaries, miscellaneous obligations and so forth. Furthermore, there is no way 
to eliminate any information inscribed on a check—that was streamlined long ago 
toaminimum. Work submitted by the administrative agency for payment must 
go on month in and month out. 

We have asked only for a bare minimum of funds in the 1953 estimate. Our 
figure for 1953 is based on the 1951 unit cost. We have included no increase in 
prices for supplies. The press has intimated that the Economie Adviser to the 
President forecasted a minimum of 3 percent increase, and there may be more. 
Most of our savings are siphoned off by increased prices. Our program for ex- 
tension of labor-saving equipment has suffered because of funds which had to be 
diverted to meet higher prices on supplies and materials. Our provision for 
mechanization has been slowing up. After the war we had a good opportunity 
to introduce labor-saving devices. We took advantage of it. Your committee 

ave us somewhere in the neighborhood of $300,000 a year for some 5 years to 
cover the cost of equipment. <A substantial part of our savings is attributable to 
our equipment improvement program. This year with higher costs for- equip- 
ment, we are spending less than half this figure. A good part of the equipment 
expenditure will be used for replacement of worn-out articles and not for increased 
mechanization. Ultimately, we will lose ground if the appropriation does not 
provide for efficient machines. 

Mechanization in a great measure has enabled us to keep the unit costs down in 
arising market. Recognition should be given to the fact, however, that the unit 
cost itself does not necessarily tell the story. For some years the Division was 
proud to report a unit cost lower than that for the preceding year. With con- 
tinually mounting prices such a trend could not go on indefinitely. Wages, 
materials, utility services, and other obligations have increased—salaries more than 
60 percent since 1944—vet the 1953 unit cost is less than that for 1944. 


VIIlL, MEASURE OF PROGRESS 


There is another method of comparison in which the trend from vear to year may 
be evaluated. It is the annual production ratios, from which the conclusion is 
simple and inescapable. If the work to be performed has increased (as it has 
definitely been established) whereas on the other hand the number of persons 
actually emploved has decreased (as has definitely been established) then progress 
has been made in securing greater production per employee. In 1944 the work 
handled per employee averaged 36,000 production items a vear, which was then 
thought to be high. In the succeeding years, by introducing improved methods 
the average per employee was raised to 60,000 units in 1951, an increase of 67 
percent. In the current year the Division expects to attain 64,000 units per 
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employee, and for the fiscal year 1953 we hope to go up to 65,000 units 
per employee. 

I have here a table which shows for each vear since 1944 the total number of 
items to be processed, the number of employees actually used to perform the work, 
the average production per employee, and the percentage of increased production 
per employee, which subject to your approval I will submit for the record. 


Percentage 
Average | of increased 


Number of | Numbe > 
— umber of production | production 





Fiseal year items employees per | per 
WICH. . ’ i 

processed required employee | employee 

over 1944 
= $$$ | —_________ ——|- ncn fener 

Thousand Percent 

1944 actual | 76,250, 894 | 2,111 | DP iekiccdatauds 
1945 actual 95, 057, 304 2,390 39 | 8 
1946 actual 146, 7 3, 149 | 46 | 28 
1947 actual 72. 3.735 46 | OR 
1948 actual 171,65 3,449 49 36 
1949 actual - -- 183, ¢ 3,387 | 54 50 
1950 actual 198, 097, 940 3,388 | 58 61 
1951 actual... 188, 027, 401 3,135 | 60 67 
1952 estimate 197, 952, 200 3,075 | 64 78 
1953 estimate ; 206, 768, 900 3, 160 | 65 81 


Some idea of the progress made in the past 5 years may be gained from the 
fact that in the currert year 1952, while the Division will be called upon to write 
25,000,000 more checks than in 1947, it will require 660 less employees to do the 
work. 

IX. ANALYSIS OF WORK IN REGIONAL OFFICES 


In writing checks the Division has some 89 distinet tasks to which are applied 
carefully developed performance standards, both qualitative and quantitative. 
Every regional office is made cost conscious. A monthly report is required from 
each office covering production on types of activities (i. e., veterans pensions, 
subsistence allowances, disability compensation, salary payments, miscellaneous 
typed checks, ete.). The current month’s production is compared with that for 
the prior month. A comparison is also made between offices of the same class 
$v focusing attention on operations where the output does not measure up to the 
standard, we can and do reduce personnel in relation to the volume of work to be 
performed. 

X. IMPROVEMENTS 


During the past 5 vears the Division has installed many changes to reduce its 
unit cost per item: 

Produc ion.—Scientifie scheduling of work volume for production control; 
employee selection and training; development of quantitative and qualitative 
standards of performance; specialization to enable increased output; introduction 
of second shifts for part time emplovees to preclude overtime and to obtain 
greater utilization of equipment; installation of standard cost accounting system, 

Simplification of procedure.—Adoption of a single checking account to eliminate 
multiple depositary accounts, modification of deposit procedure to provide for 
immediate credit; consolidation of deposits on one certificate; introduction of 
numerical amounts payable on checks with the elimination of seript amounts, 
thereby reducing the work on embossing of plates; implementing combined form 
of schedule and voucher; utilization of monthly control summaries to reduce work 
in examining accounts current and supporting records; extension of addressing 
machines for initial and adjusted payments; encouragement of vigorous work 
simplification program; active support of departmental programs with encourage- 
ment for employee suggestions. 

Development and improvement in mechanical equipment.—-Preparation of one 
time checks by facsimile transfer posting; introduction of continuous feed forms 
in lieu of single sheet forms; installation of improved sorting, filing and locating 
devices; procurement of high speed, in-take and eject mechanism on key punch 
machines; microfilming checks to eliminate check copies, with saving of filing 
space and improvement of records; standardization of bookkeeping machines and 
utilization of same in the preparation of accounts current; extended application 
of ribbon reinking devices to tabulating machines and addressograph equipment ; 
development (in collaboration with the manufacturer) of a machine for signing 
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and printing the object of expenditure on checks in one operation; introduction 
of the use of addressing machines combining the imprinting and punching of 
checks in one operation; development of mechanical devices to improve proof- 
reading. 

Sundry improvements.— Establishment of direct continuous work lines; scientific 
space layout; general plant modernization; change from telegraph to teletype 
communication with extended use for accounting reports; improvement in design, 
regulation and distribution of forms with conversion to snapout type of forms 
wherever possible, extension of the use of Treasury checks by United States 
disbursing officers in foreign countries in lieu of drafts drawn on the Secretary 
of State; installation of effective controls for handling returned checks and reduc- 
tion in the number of undelivered checks; promotion of system for work measure- 
ment, cost accounting, administrative accounts, performance type budget. 

The items enumerated are the principal improvements, which the Division 
gradually introduced over the postwar period. 


HIGH LIGHTS FOR SAVINGS, FISCAL YEAR 1951 


Management planning in the Division of Disbursement for the fiscal year 1951 
was directed to five principal objectives: (1) better utilization of manpower to 
increase production; (2) conservation of materials and substitution of lower-cost 
articles; (3) improvement of accounting and examining procedures; (4) develop- 
ment of new techniques in personnel administration; and (5) miscellaneous 
projects looking to savings in overhead. 

The following is a list of accomplishments of the management planning in 
utilization of manpower, conservation of materials, improvement of accounting 
and examining procedures, development of new techniques, and miscellaneous 
projects which produced savings in the fiscal year 1951: 


1. Payment procedure: Savings 
(a) Extension of transfer posting process_.--- - - eee $127, 905 
(b) Form simplification including extension of the use of 
SORE NP RN a ik mee 25, 500 


(c) Preparation of tax refund checks by means of electrical 
accounting machines equipped with bill feed device 
(pilot study) _- bia ake ie RE asia At ater actciad ls ecarst ako ei Nestea anon Fm 
(d) Extension of use of automatic card check punching design 
to addressograph equipment and other addressing 
machine improvemenpts_.-- iaduaionce 86, 525 
2. Accounting procedure: 
(a) Streamlining of accounting records and reduction of ad- 
ministrative examination of vouchers -_ - ~ 34, 000 
(b) Reconciliation of Chief Disbursing Officer's checking ac- 
count for Civil Service (pilot study) __.—----—- — 
3. Personnel administration: 
(a) Extension of quantitative and qualitative standards of 
performance for increasing production (not otherwise 
accounted for under specific headings) -__..____-_-_-__- 59, 350 
4. Miscellaneous projects: 
(a) Microfilming checks, ribbon reinking devices, dual purpose 
check signing machines, work simplification suggestions, 
awards for suggestions, and other miscellaneous projects._ 103, 950 


RD MANNIE «oes het en can aeanccuhawthe Riis 437, 230 


The savings reported in the foregoing list for the fiscal year 1951 enabled the 
Division to defray the cost of increased salaries due to within- grade promotions, 
$123,396; the processing of additional work above the appropriation estimate, 
$62, 412; the increased cost of supplies, materials, printing and binding, $220,514; 
and the return to the United States Treasury of $30,908 unobligated balance. 

Savings effected in the fiscal year 1951, have been automatically projected into 
1952 and are also reflected in the unit rate for 1953. 


UNIT COSTS OF DISBURSEMENTS 


Mr. Bannina. Mr. Chairman, this year the Division of Disburse- 
ment will handle 197,952,200 items. 
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The cost per item will be 6% cents. 

For 1953, the estimate submitted by the administrative agencies 
served by the Division indicate that we will be called upon to handle 
206,768,900 items, or 8,458,100 more items than in 1952. 

To perform this work we are requesting an appropriation of 
$12,736,000, together with authority to receive $610,248 as reimburse- 
ment by the transfer of funds from two agencies which we serve. 

The unit cost for 1953 is somewhat smaller than for 1952, being 
$0.0645, or less than 6% cents. 

Comparing the appropriations for the 2 years, our original appro- 
priation for 1952 was $11,500,000. That is exclusive of the funds 
required for the Pay Act of 1951. 

Our appropriation request for 1953 is $12,736,000. 


1953 BUDGET INCREASE 


So that the 1953 estimate is $1,236,000 over the amount originally 
appropriated for 1952. 

The addition arising from the increased work and the cost of the 
pay act would have been $1,527,633 if we had not a savings of $291,633, 
which we have applied against that amount. 

So that the net increase asked in the appropriation for 1953 is 
$1,236,000, as indicated by you in your preliminary statement. 

Senator Ecron. Let me ask, Mr. Banning, have you revised your 
workload since the justification was set up? 

Mr. Bannina. No, sir. We have indication that the workload 
might be somewhat larger in 1953 than the original estimate. 

Senator Ecron. In your justification you have the original estimate 
here. The figure is 196,582,706, and you gave your workload now 
as being over 200,000,000. 


INCREASED WORKLOAD 


Mr. Bannine. Mr. Chairman, I included the work for reimbursable 
agencies. The work volume for the appropriation activities is 188,- 
124,600. That is for 1952. 

For 1953 it is 196,582,700 items for the appropriation activities. 

Since we submitted the estimate to the Bureau of the Budget, 
which was sometime in September 1951, we have received advice from 
the various large agencies which we serve, such as the Veterans’ Ad- 
ministration, Social Security, Bureau of Internal Revenue, and others, 
which indicate that we may be called upon to process about 2,000,000 
more items than were included in our estimate. 

Senator Ecron. They have revised their estimates, then, have they‘ 

Mr. Bannina. They have notified us that there is a put dee 
that the work volume they will call upon us to process will be about 
2,000,000 items greater than is contained in our estimate, sir. 

Senator Ecron. Of course, they could ask for more money 

Mr. Bannina. We have not included any request for additional 
funds. 

Senator Ecron. In other words, you intend to take care of these 
revised estimates through your original request, is that correct? 

Mr. Bannina. We shall do everything in our power, sir, to do that. 
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You will bear in mind that this 2,000,000 items is about 1 percent 
of the amount we are estimating. When the shifting in work volumes 
is that small, we try to take care of that by possibly buying less 
supplies in the year in which the increased work is performed, or, as 
unfortunately is the case, maybe by buving less equipment. 

Senator Kincore. I would like to ask you the same question I 
asked Mr. Maxwell, as to reimbursements, for instance, on overpay- 
ment for wage deductions. 

Is that included in your budget? 

Mr. Bannina. In our appropriation request we include work which 
we do for the Social Security Board. 

There is, however, transferred to miscellaneous receipts from the 
old age and survivors trust fund in the Treasury an amount equivalent 
to the expense we sustain in making payments to social security 
beneficiaries. 

Senator Kircore. But your budget does not reflect that as to the 
over-all appropriation; is that not correct? 

Mr. Bannina. Our budget includes that expense, sir. 

Senator Kitcorr. In other words, you get vour appropriation to 
run your agency completely and the reimbursable items go back into 
the Treasury; is that not right? 

Mr. Bannina. Yes, sir. 

Senator Kitcore. So that the true cost of operating your agency 
is not fully reflected in either case in the total amount asked; that is, 
the cost to the taxpayer. Is that not correct? 

Mr. Bannina. | don’t know whether | made myself clear, or not, 
Mr. Chairman, but in the appropriation request which we made, of 
$12,736,000, there is an item of $3,375,064 for the work which we 
perform for the Social Security Board. 


EFFECT OF REIMBURSEMENTS 


Senator Kircore. While your total appropriation reflects the 
$12,736,000, that is, actually including that reimbursement, it oe 
be $3,375,064 less than that, as far as the taxpayer is concerned; 
that correct? 

Mr. Bannina. That is correct. 

Senator Kingorre. You would have less cost for the operation of 
your agency if you could get credit vourself for all the reimbursement, 
all the reimbursable items, is that right? 

Mr. Bannina. That is correct, sir. 

Senator Kincore. If you could get credit for all the estimated 
reimbursable items in your agency, how much would you say was 
reimbursable, then, which is now being claimed as an appropriation 
for your group? 

Mr. Banninc. That is practically the only one. We are now 
receiving reimbursements for our work performed in connection with 
the Railroad Retirement Board and the Production and Marketing 
Administration for Soil Conservation which amount to $610,248. 

Senator Kincors. In other words, I have always maintained that 
the appropriation bill all too frequently did not reflect the true amount 
of tax money being spent because of the reimbursable items and the 
shifting around of things. One agency would have a certain appro- 
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priation and another agency would be doing the work there. You 
would be re ‘imbursed and the mone y would go back in the Treasury. 

It is just like Paul paying Peter and both of them getting the neces- 
sary appropriation to do the work, and actually the appropriation is 
reduced by that amount. 

For instance, if one agency gets an appropriation to cover its job, 
it includes the amount they reimburse to you. You also include that. 

So, actually, to that extent, the appropriation bill reflects a double 
expenditure; s not that right? 

Mr. Bannina. In the case of our work for the Social Security Board, 
there is no cost to the public. The expense is borne from the funds 
plac ‘ed in this old-age and survivors benefit trust fund in the Treasury. 
That fund defrays the expense of our organization for that activity. 

Senator Ki.core. The same applies to the Railroad Retirement 
Board, does it not? That comes out of their fund, does it not? 

Mr. Banninc. In the case of the Railroad Retirement Board, we 
have not included the expense of making payments for their activity. 
We treat it as a reimbursement. Those two are handled in a different 
manner. 

In the case of Railroad Retirement, there is nothing included in our 
appropriation for making payments. 

Senator Ecron. Mr. Banning, what is the difference between the 
Social Security Board to which you refer and the Social Security 
Administration? 

When you look at these figures here, it is a little confusing to us. 

Mr. Bannina. Senator Ecton, | meant the Social Security Admin- 
istration. 

Senator Ecron. You were calling it the Social Security Board, and 
you meant the Social Security Administration, did you? 

Mr. Bannina. The organization was formerly the Social Security 
Board. I happened to be associated with it some years back, which is 
the reason why I used the old term. 

Senator Kiicore. I was just wondering on that feature. I want to 
be able, as far as possible, to be able to reflect actually, no matter what 
the size of the budget, how much is actually expended, aside from what 
is reimbursable, all the w ay through. 

| thought that possibly if there was anything more of this kind com- 
ing up, it might be advisable to put a table into the record on it, and if 
it is already in, that is fine. 

Mr. Bannina. Yes, it is. 

Note: The disbursing work performed for the Railroad Retirement Board, and 


for the Production and Marketing Administration on soil conservation, and the 
related cost of such work is shown on page 938 of the printed budget for 1953. 


Senator Kincore. Will you proceed now, Mr. Banning. 
REASONS FOR BUDGET INCREASE 


Mr. Bannina. I believe I was at the point of comparing the 1952 
appropriation of $11,500,000 with our appropriation request for 1953, 
which is $12,736,000, or $1,236,000 more than for the current year. 

There are two basic reasons for the increase. The first and largest 
is to defray the cost of the pay increase under Public Law 201 of “the 
Eighty-second Congress. We have computed and applied the in- 
creased pay to all grades of employees in the Division. 
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The aggregate of that amounts to $973,000. 

We also have a shifting in our workload. Actually there is a net 
addition of 8,458,100 items. The cost of that work will amount to 
$554,633. 

However, we have some offsets to these additional costs of $1,527,- 
633, savings brought about by management economies. 

We have streamlined our auditing and accounting with the aid of 
the General Accounting Office and the Bureau of the Budget. We 
have already made considerable progress. 

I should like to point out that this saving of $38,130 reflects only 
what will be taken up in 1953, that has not been taken up in 1952 
and prior years. 

We also have savings from mechanization. Frankly, the mech- 
anization that we have undertaken in the past 5 years has enabled 
us, in a large measure, along with, I think, close budgeting, to keep 
our unit cost since the war down to the prewar figure. 

In 1944 it was 6% cents. Since that vear highe ‘ pay has been 
granted by the Congress to employees. It has amounted to 61 per- 
cent in our case. 

At the same time, the cost of supplies, services, communications, 
and so on has gone up about 60 percent. 

Our volume has been increasing in substantial amounts since the 
war primarily because of the veterans’ program, the increase in 
income tax refunds, the NSLI dividends, and some of the other 
activities. 

We have mechanized very cheaply. Now, economy of $42,503 
comes from reducing the manpower that is due to physical effort by 
substituting machines. 

During this period we stepped up our production from about 36,000 
units per employee. I might add that the over-all production average 
is a rather rough way, but it is an easy way to compute. We take 
all the employees from the chief disbursing officer to the messengers, 
as it were, and we take the total of that number into the total number 
of items we process. Then we say we receive so much production 
per employee. 

That has gone up from 36,000 in 1944 to 64,000 in 1952. We hope 
to attain another thousand in 1953. 

We are finding a little difficulty in keeping up with production. 
We are taking these steps and, as I pointed out, we are further 
economizing on procedures, $42,130. 


REDUCED ANNUAL LEAVE COSTS 


One of the aids, of course, was the savings that we received from 
the reduced annual leave provisions. That is, we calculate that there 
would be somewhere in the neighborhood of about 73 people. We 
have reduced our additional requirements by $207,000 for that item, 
making our net additional amount requested $1,236,000. 

Mr. Chairman, I believe I have covered the high lights of my 
statement. 

Senator Kiicore. I believe you have a table for the reasons for the 
increase, do you not? 

Mr. Banninc. That is in the statement I presented for the record. 
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Senator Kincore. You have another table, on page 101 of the 
House hearings, which is also in the record. 

I wonder if you could take that table out of the record temporarily 
and make a few additions to it if they are necessary. 

For instance, after each year in which any law was changed, such 
as the legal pay increase, reduction in leave, additional workload for 
the period, or anything else, you might make reference after that 
table to any legal changes which made mandatory additional or less 
work on your part. 

| think it would be much more understandable as a part of that 
table. 

As you realize, as to this repayment, if you do not repay after a 
certain time there is an interest charge on overpayments, is there not? 

Mr. BANNING. Quite so, Mr. Chairman. 

Senator Kitcore. So that if you can pay promptly to keep your 
work up on the overpayments, you are saving the Government a 
sizable amount in interest charges, are you not? 

Mr. Bannina. There is no question about that? 

Senator Kitcorer. But, also, we in Congress frequently wish on you 
increased budgetary costs without realizing the full impact. 

I thought if you could take that from 1944, or you might want to go 
behind that a little bit, you might give us those figures and then point 
out at any place where a change i in law or regulation occurred. You 
can just refer to the law by number. 

For instance, if the income tax law was changed to take in a new 
group of taxpayers, which would increase your workload, you might 
show that so that we could point out to the Senators when these things 
come up that certain changes have been made for which we are re- 
sponsible and for which the agency involved is not responsible. 

Mr. Bannrna. I think I understand you, Mr. Chairman, and I 
shall be glad to undertake that. 

Senator Kitcore. For instance, for 1950 you show 189 million, 
which you reduce to 179 million-odd in 1951. 

Your estimate, however, for 1952, of course, which must still be an 
estimate, is 189,500,000, and for 1953, 198 million payments made out. 

You might add a footnote as to what you base that on, and if there 
has been a change in the law, you might point it out to us, because it 
enables us to much better defend our actions on the budget than would 
be possible otherwise. 

Senator Ecron. Mr. Banning, your agency is primarily a service 
agency, Is it not? 

Mr. BANNING. Quite so. 

Senator Ecron. And you are just not responsible for the amount of 
work that is loaded on you, as I understand it. 

Mr. Bannina. Our job is to pay vouchers certified to us, provided 
the agency has sufficient money in its accounts. We have no control 
over incoming volume or the time of making payments with the one 
exception of income-tax refunds. We build up immediately in the 
spring to take care of the income-tax program by hiring temporary 
employees. 

Our effort there is to refund without carrying any interest. 

In the case of all other agencies we have no control over the incoming 
volume of work or the time of payment. That is based on their own 
activities. Laws that the Congress has passed are carried out. 
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INCREASED WORKLOAD UNDER NEW PROGRAMS 


Senator Ecron. I notice here in the justification, for instance: 


The increase in the fiscal year 1953 represents a normal addition of 4 million 
benefit payments plus 3,251,000 benefit payments to be made as a result of the 
Social Security Act amendments of 1950, Public Law 374, Eighty-first Congress, 
which extended the act to persons not heretofore covered. 

In other words, this 81-percent increase in your workload was just 
thrust upon you automatically and you had nothing to say about it; 
is not that correct? 

Mr. Bannina. That is entirely correct. 

Senator Ecron. Now let me ask you: Where you mentioned 
interest a while ago and the chairman pointed out that if you could 
service these tax refunds at the proper time it would amount to a tre- 
mendous saving to the Government; when does interest commence 
to be charged against the Government? Is that at the end of the 
taxpayer's fiscal or calendar year, or is it at the end of the quarter? 

Mr. Bannina. I believe the law is, Senator Ecton, that interest 
begins to run 30 days after the due date of filing the return on March 
15. Interest begins to accrue on refunds on April 16 each year. 

Our job, along with that of the Bureau of Internal Revenue, is to 
get those income tax refunds paid, as many as we can, before that time. 

Senator Ecron. In other words, when tax money is withheld on 
April 15, the Government has the use of that money from then until 
March 15 the following year before interest starts to run; is that 
correct? 

Mr. Bannina. Yes. 

The payments from employers for withholding tax are being re- 
ceived all during the calendar year, and the government has the use 
of that money, sir. 

Senator Kitcore. It would be an average of how many months? 

Mr. Bannina. It would be an average of about 6 months. 

Senator Kiicorr. About 6% months. 

But after that, they pay 6 percent interest on it. 

Mr. Bannina. That is right. The Government pays 6 percent 
interest. 

Senator Kirgorr. When was that law passed as to that interest? 

Mr. Banninc. I was not in this job the year withholding started. 

Senator Ecron. That was passed when you started this advance 
collection and withholding. 

Mr. Bannina. I believe it was before 1944. 

Mr. Maxwe.t. It goes way back, many years prior to that date. 

Senator Kitcorr. Can we get back to your statement, Mr. Ban- 
ning? 

INCREASED COST OF PERSONNEL 


Mr. Bannina. As to increased cost of personnel, I should like to 
cite several pieces of legislation which have increased that cost. 

Senator Kircorr. My thought is that when we are on the floor, for 
instance, if I could turn to this table here and see references, by years, 
to levislation passed that affected your workload, that would be much 
simpler than for me to read through a lot of material and try to pick 
out things to explain it. 
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I thought it might save me and the rest of the committee a lot of 
work if that could be added to that table which you have already filed, 
just a list of acts of law and things of that kind that mav have increased 
your workload during that period covered by the table. 

Aside from that, I consider it very complete. 

Mr. Bannina. We will supplement the table by reference to legis- 
lation. 

Senator KitGore. Just refer to the law and the year. 

(The additional material referred to is as follows:) 


Statement of increase in work volume in fiscal year 1953 over fiscal year 1943, and 
applicable public laws 
Number of item® 
Total work volume for fiscal year 1943 : 68, 551, 543 
Increase in volume for fiscal vear 1953 as compared with fiscal year 
1943: 
Income tax refunds 30, 500, 000 
Current Tax Payment Act of 1943, 57 Stat. 126: This leg- 
islation provided for the withholding of income tax at the 
source, and necessitating the refundment of excess income 
tax withheld by employers. Act was further amended by 
the Revenue Act of 194s, 62 Stat. 110, providing for joint 
returns, Which increased the number of refunds. 
Veterans’ Administration payments 52, 909, 472 
Servicemen’s Readjustment Act of 1944, 58 Stat. 284: 
This act provided for education to veterans, loans on 
homes, farms, and business property. Estimated number 
of payments in 1953, 14,484,000. 
Selective Training and Service Act of 1940, 55 Stat. 844: 
Section 10 provided for national service life insurance for 
World War II veterans and dependents. Estimated num- 
ber of World War II insurance payments in 1953, 8,400,000. 
Public Law 359, dated Dee. 19, 1941, 55 Stat. $44: Act 
provided for compensation and pension payments to vet- 
erans and dependents of World War II. Extended by 
Public Law 28, dated May 11, 1951, 82d Cong., to include 
veterans and dependents of Korean war. Estimated 
number of World War II compensation and pension pay- 
ments in 19538, 25,000,000. 
Increased volume of payments for salaries and expenses 
in 1953, 5,025.472, for administration of foregoing laws. 
National service life insuranee dividend 5, 925, 000 
National Service Life Insuranee Act of 1940, 54 Stat. 
1008: Act provided for insurance for personnel in the 
armed services. Act was amended by Public Law 5, dated 
Feb. 21, 1947, 80 Stat. 5, authorizing payment of dividends. 
Social Security Administration: 
Normal increase in volume under the Social Security Act 
of 1935, 49 Stat. 620, as amended : 37, 720, 107 
Payments due to extension in coverage as provided in Act 
of Aug. 28, 1950, Public Law 734. Latter act extended 
the benefits of the original act to include self-employed 
persons, domesties and others ee Es 15, 633, 941 
Railroad Retirement Board_. ; ; 3, 514, 573 
Railroad Retirement Act of 1935, 49 Stat. 967, as 
amended: Increased coverage and new benefits for widows 
and parents granted under the act of June 23, 1948, 62 
Stat. 576. 
New defense agencies 


to 


, 440, 119 


Defense Production Act of 1950, 64 Stat. 798: Authority 
for creation of Economic Stabilization Agency, Defense 
Transport Administration, Defense Production Adminis- 
tration, and others; National Security Act of 1947, 61 Stat. 
499, authorized creation of the National Security Resources 
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Statement of increase in work volume in fiscal year 1958 over fiscal year 1943, and 
applicable public laws—Continued 


Number of items 
Board; Civil Defense Act approved Jar, 12, 1951, 64 Stat. 
1245, authorized the establishment of Federal Civil De- 
fense Administration; National Science Foundation created 
under the act approved May 10, 1950, 64 Stat. 179; Selec- 
tive Service Act of 1948, 62 Stat. 604, provides for Selective 
Service System; Subversive Activities Control Board cre- 
ated under authority of the Subversive Activities Control 
Act of 1950, Publie Law 831, 81st Cong., 2d sess. 
Other agencies, miscellaneous decreasesin work volume (minus)__ 10, 4 

Net decrease in work volume for other agencies was due 
to discontinuance of the following World War IT war agen- 
cies: National Defense Housing Administration, Lend- 
Lease Administration, War Shipping Administration, 
Smaller War Plants Corporation, War Assets Administra- 
tion, Office of Price Administration, Office of Defense 
Transportation, Office of Emergency Management, War 
Production Board, Philippine War Damage Commission, 
and War Relocation Authority. There were also decreases 
in agricultural conservation payments, savings bonds issued 
under the payroll savings plan, and other work. 
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Total work volume for fiscal year 1953 (number of items) _ 206, 768, 900 


Mr. BanninG. There is much legislation which increased the pay 
of employees. 

Senator Kitcore. It must be included, too. 

Mr. Banninc. We have 60-percent increase in pay since 1944. 
There are some five different laws which increased the pay of per- 
sonnel. 

We have absorbed that for the most part. At the same time, prices 
on supplies have been going up. That is the thing that worries us 
more this year than anything else, 

Senator Kitrcore. Also, could you add to that a table showing 
your personnel strength covering, say, the last 5 years? 

Mr. Bannina. Yes, sir. 

(The information referred to is as follows: ) 
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Statement of number of employees, work volume and production per employee for 
fiscal years 1947 through 1953 


} 
Manpower, actual Manpower, esti- 
mated 
Classification grades ; , al —_ me Ty 
1947 1948 1949 1950 1951 1952 1953 

CS-16 l ] ] ] 
CS-15 l ] I 2 2 2 
CS-14 1 l 2 2 l 4 4 
Cs-13 7 7 7 7 S 13 ] 
CS-12 24 25 25 26 26 26 26 
CS-11 16 16 19 1s ly Is 18 
CS8-10 19 18 19 21 18 18 18 
CS-9 13 17 16 Is Is 17 17 
CS-8 16 16 IS 1S 1Y 20 20 
CS-7 37 41 13 40 45 is 4s 
CS-6H 36 38 53 5S 63 70 70 
CS-5 142 146 154 158 155 142 140 
CS 366 378 388 304 409 405 413 
CS-3 710 643 709 735 749 739 753 
CS-2 1, 761 1, 574 1, 448 1, 373 1, 210 1, 246 1,310 
CS-1 25 15 16 16 2 
CPC-8 ] 1 l l I l l 
CPC-7 7 7 7 6 7 7 7 
CPC-6 17 14 12 12 11 11 11 
CPC-5 ] 5 4 4 1 i 
CPC+4 l 2 1 I 1 } 
CPC-3 6 4 50 51 47 45 4 
CPC-2 l I 2 l ] 
CPC-1 l 
Wage board 2 l l ] 
Unclassified (Manila 13 20 34 23 18 Is 

Subtotal 3, 267 3, ONO 3, O17 2, 997 2, 871 2, 857 2, 941 
femporary part-time 168 69 70 1 204 218 219 

Total 3,735 3, 449 3 3N7 }, 38S 3, 135 § O75 $, 160 
Number of items proce ssed 

thousands of items 72, 488 171, 556 183.926 IY. OOS ISS_0 7 197, 952 2 206, 769 
Average employee production 
per year (thousands of items ifs 40 54 5S 69 4 OF 


Manpower: Decrease in number of employees bet ween 1947 and 1953, 15 percent 
2 Volume: Increase in workload bet ween 1947 and 1953, 20 peree: t 
Increase in production per employee between 1947 and 1953. 41 perce t 


Division of disbursement, statement of work 


obligations cost’, 10-year periot, 1944 through 1953 


4) ryluum ae rsonal Servrces and other 











Em 
loyee 
Num : f vam , 
Nuniber of ber of Annual) Cost of oo ne — Unit 
Fiseal year : : em- silary personal . Total cost per! cost 
’ items ¢ oblig year 
ploy- rate services -) (cents 
ee tions (thou 
“~—_ sands of 
items)? 
1944 actual 76, 250, 894 2,111 | $2,105 | $4,444,184 | $716,319 | $5, 160, 503 36 634 
1945 actual 95, 057, 304 2, 390 2,114 5, 051, 217 3 6, O18, 750 39 614 
1946 actual 146, 730, 244 3, 149 2, 193 6, 905, 149 |1, 615, | §8, 520, 933 46 574% 
1947 actual 72, 488, 3, 735 2 &, 699, 070 |2, 303, 3 11, 002, 370 46 634 
1948 actual 171, 555, 65 3, 449 8, 159,083 |1,875,! | 10, 034, 622 49 57% 
1949 actual 183, 925, 581 3, 387 9, 275, 989 |1, 939, £ 11, 215, 534 54 64s 
1950 actual 198, 097, 940 3, 388 9, 855, 873 |2,099, 180 | 11, 955, 053 58 614 
1951 actual 188, 027, 401 3, 135 9, 434, 527 165,515 | 11,600,042 60 Obs 
1952 estimated 197, § d 3, O75 10, 385, 503. |: 12, 911, 349 64 6% 
1953 estimated 206, 3, 160 10, 713, 306 13, 346, 248 65 614 





1 Cost of personal services was increased by the following laws: Pay Act of 1945, 59 Stat. 295, effective 
July 1, 1945, increased salaries an average of 17 percent; Pay Act of 1946, 60 Stat. 216, effective July 1, 1946, 
increased salaries 14 percent; Pay Act of 1948, 62 Stat. 1260, effective first pay period after June 30, 1948, 
increased salaries 14 percent; Classification Act of 1949, 63 Stat. 954, effective Oct. 28, 1949, increased salaries 
6 percent; and Pay Act of 1951, 65 Stat. 612, effective July 8, 1951 increased salaries 10 percent. Total 
increase, 61 percent. 

2 The increase in employee production from 36,000 items for the fiscal year 1944 to 65,000 items for the fiscal 
year 1953 was caused by streamlining of procedures, installation of improved labor-saving devices, establish- 
ment of quantitative standards of performance, and the recruitment of more efficient personnel, 
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Senator Krucore. And classify them, not by pay grades, but as 
to whether they are just machine operators or clerks, and so forth. 

Mr. Bannina. We can furnish you such a table. 

Senator Kiitcore. By the way, in that table, also put in a footnote 
the number of temporary employees you get each year to handle 
your increased check load during that reimbursement period and the 
average length of time for which they are employed. 

Mr. Bannina. Yes, sir. 

(The material referred to is as follows:) 
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ADDITIONAL PERSONNEL REQUESTED 


Mr. Banninc. We are asking for a net additional number of em- 
ployees for 1953 of 83. The manpower requirements, as we calculate 
them would be 150 employees, but there are certain reductions that 
we can make against that total. 

You will recall I spoke of our ability to reduce the force because of 
the new leave requirements, the reduction in leave. We are getting 
73 employees there, but we have already this year taken off 34 of those 
employees. 

We have reduced our manpower this year because the new leave 
provision has been effective since January 1, 1952. So there will be 
actually a net savings in 1953 over the 1952 base, of 39 employees. 

In our management savings; that is, for streamlined accounting 
procedures, and for installation of approved methods, we expect to 
gain 28 employees. 

So from this 150 man-years required for the work, there will be a 
reduction of 67 employees, leaving the 83 employees we asked, which 
appears in the table that we have submitted to vou at the opening of 
the hearing. 

COST OF NEW PERSONNEL 


Senator Kircorr. How much of that $1,236,000 represents the 
cost of new personnel? 
Mr. Bannina. $451,762 is required for the additional workload. 


MISCELLANECUS EXPENSES 


Senator Kirgorr. Could you also give us the estimated increased 
cost of office supplies, shall we say, which includes the checks, for 
instance? 

Mr. Bannine. That comes under the heading of printing. 

Senator Kincorr. I mean by that a percentage cost of what you 
estimate it would be from the information you get from the Govern- 
ment Printing Office, over the cost that was estimated in the begin- 
ning of 1952 

Mr. Banntna. I have before me a detailed table showing the net 
increases in each item of expense, that is, travel, transportation of 
things, communications, rents, printing and binding, supplies, other 
contractual services, equipment, and taxes and assessment. 

Senator KitGorr. Do you have a comparison as of your estimates 
for 1952 on that cost of supplies? 

Mr. BannitnG. Yes; I have the amount requested in 1953 and the 
amount which will be required in 1952, and the net increase under each 
object of expenditures. 

We are not requesting any additional funds for travel. Travel 
expense has gone up, as everybody knows. We are doing a little less 
traveling now than we did last year and probably will have to do a 
little less in 1953. 

TRAVEL COSTS 


I think $17,200 for travel for the management of 27 regional offices, 
is a rather conservative figure. Sometimes I am inclined to believe 
that we could spend a little more on inspection and supervision 
to advantage. 
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Senator Kirgore. What would happen if that should be cut? 

Mr. Bannina. I could tell you that the item of travel in 1953, is 
made up of $3,822 for moving disbursing officers and assistant dis- 
bursing officers to foreign and territorial offices, which expense we 
are required to pay under the law. 

We have within our own continental organization the matter of 
travel in changing disbursing officers, where perhaps the second 
string man does not measure up. We may have a better man in 
another office whom we will move. 

That is $1,625. 

We also have the item of local transportation, which is not in a 
sense a travel item, because it may mean the cost of taking collections 
to the bank, using a bus or a streetcar. 


INSPECTION AND SUPERVISION 


Those cos's are almost inescapable. The cost of inspection and 
supervision amounts to $9,173, and we have also an item of travel 
for the cost of special projects. 

Right now we are engaged in undertaking a new system of writing 
checks by the bill feed machine on electrical tabulating equipment. 
We have an expert in Chicago and another one out in Cleveland. 
The cost of that travel will be about 9 hundred dollars. 

1 think this latter cost is very reasonable in relation to the worth 
of the project. We want to keep abreast of modern improvements. 
That, to me, is a worth-while project. 


INCREASED COSTS 


Senator Kitcore. I note on page 106 of the House hearings a table 
on increased cost of printing, supplies, transportation, and other 
contractual services. 

In the vear 1953, for instance, you show an estimated cost of $5.78, 
whereas your unit cost in 1952 was $7.04 for parcel post. Parcel post 
rates have gone up. 

Mr. Bannina. That is quite correct, sir. 

Senator Kircorr. When was this table prepared? 

Mr. Banninc. This table was prepared January 9, 1952, just 
before we went to the hearing in the House subcommittee. 

Senator Kitcore. Could you revise that and put in a new table? 
I think you will find freight rates are raised a little bit also. 

Mr. Banntina. I am inclined to believe they have been. Each time 
we go back we find that prices for supplies and for utilities are higher. 

However, the costs on utilities do not change so rapidly, but the 
prices of supplies usually have gone up. Sometimes we find the price 
may have dropped a little, but by and large, the prices are still rising. 

Senator Kitgorer. That is unless you are able to send out the parcel 
post in much lighter units. 

I am just wondering if you could revise that table and bring it up 
to date and insert it in the record. 

Mr. Bannina. I will be glad to show the increased cost of supplies, 
printing, and transportation. 

Senator Kircore. Just make your changes on that table and bring 
it up to date, because the Senate will be very much interested in that 
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particular feature because we know that prices have gone up, and we 

do not want an incorrect reflection in our hearings. 
Mr. BANNING. Yes, sir; we will supply that table. 
(The material referred to is as follows:) 


Statement of increased cost of e 


es tmates for Fem year 1953! 


Items 


Equipment: 
Card cutters 
Addressograph cabinets 
Addressograph drawers 
Adding machines 
Chairs, posture 
Check filing cabinets 
Graphotype machines 
Inserting and sealing machines 
Typewriters 
Miscellaneous 


Subtotal 


Communication services: 
Cable, telegraph, radio, ete 
Telety pe 


Subtotal 


Supnrlies and materials 

Envelopes 

Listing paner (sheet) 

Addressogranph plates 

Addressogranh frames 

Microfilm (rolls 

Miscellaneous addressograph sup- 
plies, carbon paper, ribbons, pa- 
per, etc 

Miscellaneous office supplies 

Repair parts 


Subtotal 


Printing and reproduction: 
Disbursing officers checks 
Check copies 
Printed forms and letterheads 
Reproduction of forms- 


Subtctal 


Transportation of things 
Postage (parcel post) 
Express (railway) 
Freight (railroad) 
Freight (motortruck) 


Subtotal. . 
Other contractual services 


Grand total 
1 Statement prepar_d Feb, 21, 1952. 
2 Number of words, 
§ Hundredweight. 


quipment, 


Fiscal 
year 
1953 
require- 
ments 


estimated | 


4 | 
100 | 


5, 000 
30 
275 
155 

6 

2 

a 

75 


Various 


200, 009, 000 
18, 970, 000 
16, 000, 000 
2, 000, 000 

22, 683 


Various 
Various 
Various 


203, 975, 000 
1, 813, 000 
Various 


Various 
311, 180 
3 2, 460 


$7, 530 


33, 990 


Various 


supplies, printing, transportation, other 
con'ractual services and communication services not included in appropriation 


| Average 


Cost of 


unit cost | | supplies 
1953, in 1953, 
appro- Cc | appro- 
| priation ae nt | priation | 
nh price, | 
esti- | 1952 | esti- 
mates | “| mates | 
based based 
on 1951 } on 1951 
prices | prices 
$385.00 | $404.00 | $1, 540 
75.00 | 90.00 | 7, 500 | 
1.30 1.31 6, 500 
| 36000) 378.00 10, 800 | 
20 00 | 24.00 | 5, 500 
| 20000 | 220.00 | 31, 000 | 
| 1,200 00 | 1,397.00 | 7, 200 | 
4,365.00 | 4,452.00 | 8, 730 | 
120.00 | 130.00 | 9,000 | 
| 21,8380 
109, 600 
2, 200 
00542 0065 16, 500 
18, 700 
3.27 | 3.35 | 655,000 | 
3. 69 5. 91 70, 000 
3.13 3. 48 50, OSO 
26. 50 27. 93 53, 000 
2.05 1. 80 46, 500 
2265, 920 
90, 530 
25, 000 
1, 217, 030 
2. 32 2. 55 473,412 
12.14 14. 26 22, 000 
132, 100 
4,000 
631, 512 
5.78 7.04 64, 600 
54 9.45 21, 000 
3. 32 3. 68 25, 000 
3. 61 3. 97 14, 400 
125, 000 
: 102, 600 
=— — = — — 
2, 204, 442 


Cost of 
supplies 
if based 
on cur- 
rent 
prices 


$1,616 
9, 000 
6, 550 
11,340 
6, 600 
34, 100 
8, 382 
8, 004 
9, 750 
23, 576 


119, 818 | 


926 
TSS 


22,714 


670, 000 | 


112, 112 


55, 630 | 


5A, S60 


40, 829 





), 136 
5, 853 
171, 730 

5, 200 


722, 919 


78, 812 
3, 247 
.710 





15, 840 | 


145, 609 | 
112, 860 


Addi- 
tional 
amount 
required 
if sup- 
plies are 
pur- 
chased 
at current 

| prices 


ie 
| 
| 
| 
| 


$76 
1, 500 

AO 
| 540 
1, 100 
3, 100 
1, 182 

174 
| 750 
| 1, 746 


| 


10, 218 


726 


3, 288 


4,014 


15, 000 
42,112 
5, 600 
ROD 
671 


, 692 
O53 
2, 500 


94, 146 


46, 724 


39, 630 


4,212 
2, 247 
2, 710 
1, 440 


20, 699 
10, 260 


230, 654 
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CARD AND PAPER CHECKS 


Senator Kitcore. Let us get down to the card and paper checks. 
In the first place, is there any difference in cost between the printed 
check delivered to you, the blank check as between card and paper? 

Mr. Bannina. Yes, sir; there is quite a bit of difference. The card 
checks cost $2.32 per thousand, that is, without any transportation. 

Senator Kitcore. You buy those commercially, do you? 

Mr. BanninG. They are purchased commerce ially by the Bureau of 
Engraving and Printing from the electrical accounting machine com- 
pany which furnishes the service. The card checks are printed com- 
mercially. 

Senator Kircorre. And the commercial printers also furnish the 
necessary card and paper stock for that job. 

Mr. Bannina. The cost of the card checks is $2.32 a thousand. 

Senator Kitcorre. How do those compare with the cost of paper 
checks? 

Mr. Banninc. They are very much less. 

The paper check is a finer check, that is, it is made of rag paper and 
the printing is done from an engraved ‘plate. That check costs $6.41 
a thousand. 

Senator Kitcore. In other words, the paper check costs you more? 

Mr. Bannina. Yes. 

Senator Kitcore. In processing the two checks, what is the com- 
parative Cost? 

Mr. Bannina. The paper check to process costs a great deal more. 
The card check lends itself to the principles of mass production that 
we employ in writing checks. 

For example, the card check is punched with the date, the check 
serial number, the disbursing officer’s symbol number, and the amount 
payable. 

As the check runs through the machine, from those holes in it, the 
amount is interpreted and printed on the check. 

By having those holes punched in the check, the accounting cost in 
the Federal Reserve banks, in the Treasury Department, and in the 
General Accounting is also reduced. 

We have another advantage in using the card check over the paper 
check in that we can microfilm those checks much more economically 
than we can prepare check copies for the paper checks. 

There is no doubt that all large check-writing organizations in the 
Government are moving in the direction of punch card checks, 
including the Post Office, I believe. 

Senator Kingore. How much in all those check writings that you 
do are card checks as compared to paper checks? 

Mr. Banning. | am going to say, subject to correction, that we 
write only about 2 million paper checks out of those. 

Senator Kirgore. How many card checks? 

Mr. Bannina. Card checks will run, I think, about 196 million. 
The total is 198 million. 

Senator Kitcore. In other words, the paper checks would be about 
1 percent of vour total check output. 

Mr. Bannina. Yes. 

Senator Ki.corr. Why would it not be advisable to go completely 
into card checks? 
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Mr. Banninca. There are certain places as, for example, Alaska, 
Manila, and Puerto Rico, where the volume of business would scarcely 
justify the employment of electrical tabulating machines. 

Senator Kircore. They have to be rented, do they not? 

Mr. BANNING. We rent those machines. 

Also, there is the matter of servicing them. We have from time to 
time looked into the operation of these offices as their work increased 
and we have come to the conclusion that it would not be economical 
to install punch cards in those three disbursing offices. 


CHECK PAYMENT PROCEDURE 


Senator Kitcorse. There is one other thing about that in which | 
am interested. You know, these checks must clear through banks. 
Do not they all clear through the Federal Reserve banks? 

Mr. Bannina. Let me explain the procedure. After we write the 
checks, they go to the payees through the mails. The payees present 
them to the banks or to stores which cash them. From the banks 
they go to the Federal Reserve banks, where they charge the Treas- 
ury’s account for the amount they pay out. The Federal Reserve 
banks, in turn, forward those checks to the General Accounting Office, 
where the checks are compared with the vouchers from which we make 
payment. 

Senator Kincore. I am thinking of one thing there. The one 
advantage I can see of the paper check, aside from the fact that there 
are places where very few checks are issued, is the mail cost. What 
is the additional cost of the various shipments of those checks? Do 
vou have any figures on that? 

In other words, what would be the difference in cost of registering 
those? They register those, do they not? 

Mr. Banninc. I am not prepared to say, Mr. Chairman. The 
ecard check weighs heavier than the paper check. The cost to the 
banks in transmitting them to the Federal Reserves would be some- 
what greater, but nothing in relation to the savings to the Govern- 
ment by using the punch card check. 

Senator Kitcore. Getting back to places like Alaska and Manila, 
where you use paper checks, of course you do not issue them, but I 
notice the finance officers of the Army, Navy, and Air Force still issue 
paper checks themselves. 

Mr. Bannina. I suspect that their reasons for using paper checks 
outside of continental United States are much the same as ours. | 
am aware of the fact that the Army disbursing officers in St. Louis, 
where they issue the dependency and benefit checks, use the punch- 
card checks. I believe the Navy also uses the punch-card checks on 
dependency benefit checks, and the Air Force recently put an installa- 
tion in and uses the punch-card checks on this type of payment. 

Senator KiuGcorr. I notice that some of the pay officers in the 
Army use the punch cards on pay. 

Mr. Bannina. The larger offices use the punch-card check. 

Senator Kitcore. Your figures show, however, that where you 
are using paper checks, that the difference in cost, which is worth 
study, is justified by the fact that it would be very expensive to 
handle the other type of check at that point; is that right? 
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Mr. Banning. It would be difficult to produce the check because 
of the matter of making repairs to the machines when necessary. 
Also the rent would probably be prohibitive in relation to the benefit 
gained by the substitution of the punch-card check outside the United 
States. 

Generally, the volume is relatively smail in all those disbursing 
offices. 

AGENCIES WITHOUT CHECK-WRITING SERVICE 


Senator Kitcorr. What agencies are there for whom you do not 
write the checks? I am talking of payroll checks. 

Mr. BanninG. We write checks for all civilian agencies of the 
Government, with the exception of the Post Office, the United States 
marshals, and certain corporations. For them we do not write checks. 

Senator Kitcorr. You do not, of course, write the checks for the 
Railroad Retirement Board, do you? 

Mr. Banninc. We write the checks for Railroad Retirement. 

Senator Kitcore. And, of course, you write them for Social Secu- 
rity; do you not? 

Mr. Bannina. Yes; for Social Security. 

Senator Kitcorr. How about the Atomic Energy Commission; 
do you write those checks? 

Mr. Banntna. We handle the disbursing for Atomic Energy. 

Senator Kitcore. You do not handle checks for the armed services 
or for certain corporations belonging to the United States Govern- 
ment; do you? 

Mr. BanninGc. No, sir. Such as the RFC, we do not write checks 
for the RFC. 

Senator Kitcorer. You do not write checks for TVA, either, do you? 

Mr. Bannina. We do not write checks for TVA. 

Senator Kincore. Do you have anything else you want to offer 
for the record, Mr. Banning? 

Mr. Bannina. I believe not, sir, except my thanks for a very fine 
hearing. 

Senator KitGcorr. There is one question I would like to ask. 

Since you are buying these punch-card checks commercially, what 
safeguards do you have against forgeries and things of that kind? 

Mr. Bannina. Forgeries would be no greater on the punch-card 
checks than they would be on the paper checks, that is, as to actual 
forgeries, one individual writing the signature of another. 

As to counterfeiting, there may be a greater possibility that the 
punch card checks can be counterfeited as compared with the engraved 
paper checks. 

CHECK FORGERIES 


Senator Kitrgore. That was my thought. 

Incidentally, there is also the possibility, is there not, of leaks in 
source of production and manufacture of blanks? Have any safe- 
guards been set up for that? 

Mr. Bannina. We are well informed concerning the protection that 
the manufacturer takes. I can say that is almost an absolutely guar- 
anty there could be no possible leaks or loss of checks. All waste is 
placed in a locked container. The spoilage is burned, and is certified 
to by a committee of the manufacturing concern. 








212 TREASURY AND POST OFFICE APPROPRIATIONS, 1953 


As to forgeries on paper checks, or card checks, we do not have a 


great amount of information in our office. I believe the Chief of the 


Secret Service can testify to that condition. He comes before the 
committees, and presents the number of forged cases. 

The firure is somewhere in the neighborhood of possibly 30,000 
forgeries a year. In relation to some 300 million checks issued by all 
disbursing officers I don’t know that the figure is so out of proportion, 
although Tam not ane xpert on that line, and am not qualified to state 
an opinion. 


STUDY BEING MADE ON RECONCILIATION OF CHECKS AT FEDERAL 
RESERVE BANKS 


Mr. Maxweti. Mr. Chairman, in connection with your question 
regarding shipment of paid checks to Washington, you may be 
interested in a study being made under the joint accounting program 
at St. Louis whereby the reconciliation of checks is being done in 
St. Louis at the Federal Reserve bank instead of being done in 
Washington. 

This study contemplates that the same arrangement may be made 
at the other Federal Reserve banks. It has considerable potentialities 
with respect to savings, not only the savings in shipping the checks to 
Washington, but in consolidating operations which would save 
considerable clerical work. 

Senator Kitcore. I.hope you will go ahead with that, because it 
looks to me like there is a good savings there. It has been talked of 
in the Post Office Department, about handling money orders in that 
Way. 

Of course, money orders will run through the Federal Reserve banks 
and will be checked on there. 

Do you have any further questions, Senator Ecton? 

Senator Ecron. No further questions. 

Senator Kitcore. If that is all you have, Mr. Banning, we thank 
you for coming up. 

Mr. Bannina. Thank you, sir. 

Senator Kincore. The committee will recess until 2:30 tomorrow 
afternoon. 

(Thereupon at 5:25 p. m., Wednesday, February 20, 1952, the 
committee recessed until 2:30 p. m., Thursday, February 21, 1952.. 
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